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Dependent C 

Enforcemant 
Improved 
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Proarams Could Be 



Batvveen 1966 and 1976, Wisconsin's Aid to 
Families with Dependent Children caseload 
grovvth rite more than doubled that of the 
Mation ai a whole. Legiilative, iDcial, and eco- 
nonnic changes over thes^ years uiussd the in- 
crease^ both nationvvide and in vyisaoniin. 

Wisconsin has taken and Is taking steps to inr!' 
prove the rriBnagement nnd operation of its 
Aid to Famiiies with Dependent Ciiildren pro- 
gram, but more could bi done'in tho areos of 
error reduction, deteetion and pfosecution of 
fraud, and coilection of overpayments. 



Milwaukee County could do more to improve 
\ sP\ its Child Support Enforcement progrann in the 
^ areas of 



--crganizatiQn, 

--duty reasiignnnenti, and 

-cDlliction activity. 





HRD.73-1_30 
JUISJi 22, 1978 



ERIC 



4 




HUMAN »^S0UReE3 
pi VISION 



United statk general accqu(jting » -fice 



1-164031 (3) 



The Honofable Robert Kasten# Jr • * 
Housi of Repcestnta twes 

Dear Mr . Kaiiten i 

This is our second report in response to your letters 
ot' November 22, 1916, snd May 26, 1977/ asking us to look 
into certain matters pertaining to the Aid to Families with 
Deptndent Childten and Child Support EnforcGjnent programs 
in Wisconsin, Cur fitst report^ dated August 3, 1977# ad^ 
dressed the matters discussed in youc Novernber 1976 letcerf 
eKcept for the matter ptrtaining to the inipact and effec^ 
tiveness of the Aid to Families with Dependent Children 
program^s income disregard provisions on which a review 
was then underway* 

This report addresses the incomt distagard matter and 
the additional matters discu.^eed in your r4ay 1&77 litter^ 
some of which wtre changed or e^cpandid through later dis^ 
cussions with your offiice* The report also describes 
actions that could be taken by Wiiconsin and Milwaukee 
County to improve the programs* 

At the request oi your office^ we did not obtain written 
State and county comments,' however* informal aomments wer^ 
obtained on the matters discussed and have been incorporated 
where appropriate* 

hB arranged with your office ? unless you publicly 
announce its contents earlier^ we plan no further distri* 
bution of this report until 30 days from ch? date of the 
report* At that time we will send cQpies to interested 
patties and make copies available to others upon request. 



Sincerely yours, 
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GENERAL ACCCUHTING OfTlQE 
REFORT TO THE HCNCRA3LE 
ROBERT W, KASTEN, JR. 
KOUSE: of RfiPRESENTATlVES 



ivISCGNSIN'S AID TO FAr^^ILIES 
^^ITH DEFENDEHT CHILDEEN AND 
CHILD SUPPORT ENFCRCEMENT 
PROGRAMS COULD EE I.MPROVED 



DIGEST 

In fiscal year 1977 Wisconsin's Child Suoport 
Enfocctment pcogcarn cost aoout S7 miLlion to 
admiaiEter- about $19 miUiori was coHtcted 
in child support payments from absent pacints. 

Milwaukee County had 43 percent off th^ Sfcita's 
child support caseload in Septembar 1977* ^et 
the county laoks a centralized child support 
authority to speedily establish pa ternity^-'tht 
average time based on GAO's random iamole was 
14 months—and to timely and efCtctiveiy 
force collection at cour t^ocdertd oayttiarits. 
County responsibility Cor child support enforce- 
ment is divided in ^ cornple^ faehiQn manq 
seven organ iaations with no single one having 
the authority to manage* Scattering Hbv pro- 
gram activities among difCerent organ i2at ions 
weakens management and mateei delavs in caae 
processing 'liKely, 

On the 1 ,300 child support orders issijed during 
the 12 months ended Junci 30 ^ 1977^ from which 
GAG'S sample was taken, from 54,8 million eg 
S5,9 million in child support was unpaid am of 
December 31, 1977. Since the county had 8,783 
child support orders in paternity cases in af-- 
fact at that date, a still greatef colltction 
potential exists, (See pp, 5 to 11,) 



The Milwaukee County Board of Supervisors and 
County Executive could incteasi child suoport 
collections by i 

—Centralizing child support program activities 
under one county agency to facilitate program 
coordination and ffianagement . 

—Raasoigning th# oth^r duties off the court com- 
missionars who hear patirnity caseSp 

•-Devoting additional persoiinel of the family 
resource coordinator's staff to lociting 
absent parents. 



Tiaf-Sji^j . Upon ftfngval, tfit f^ooft 
csver da It snouid 5« ngttfl heftgn. 
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--Aisigning clerk of circuit a.nd county court 
einployeea other than patscniby trustees to 

testiEv in court on auppoct payments owed. 
This would permit the trustess tc devote 
their fuU time to collection mttocts. 

— Dicecting tha tamily resource eoordinator to 
develop a more systematic, business-like ap- 
proach to co|lection activi.ty, (See g. 11.) 

Mil^faukee County cffficlals generally agreed, 
but did not state what actions they plan to 
take . 

ACTIQUS TO REDUCE hfU C ERROPS 

From 1973 through mid-1977, VUs'-onsin took 
various corrective actions whian rfduced its 
AFDC case ecrors by about Hale and its payment 
errors hjg 23 percent. Compared with oth=f jur- 
isdictions, Wisconsin's case error cat? 17.7 
percenc and payrTient error fate of 4.7 percent 
ranked twentieth and tenth lowest, respectively, 
for the January-June 1977 reporting period. 

Othtr actions, including establishing a comput- 
erized system to detemiine eiigibility and bene- 
fits and requiring recioients to report monthly 
on their status, are being taker, which .should 
help further reduce ecrors but they will not 
be corapleted until 1980. (SQi p. 14.) 

In the meantimi, there art othei- ways Wisconsin 
could reduce errors. Ver if icativ-in of client- 
supplied information is optional with the coun- 
ties i cossmatchtng recipient-reported income 
with employer reports to the State of wages 
for unemployment compensation purposes cannot 
be done because the employee reports do not 
show individual's earnings. (See p. 15.) 

Also, a cacently completed HEM-funded study 
covering a number of States identieied certain 
action strategies as cost-effective nationwide 
in rtducing AFDC errors. (See o. 17.) 
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The Wisconsin Department of Health ard Social 
Stcvices could help redace AFDC errors by: 

---Raquir ing, if cQSt-tsf fective , all counties 
to verify eligibility information reported 
by AFDC applicants and recipients ^ ^ar ticu- 
larly verifying with ©mployers the income 
of working AFDC recipients, 

— Revising the employer reports to the State 
of wages for unemplovTiien t compensation pur- 
poses to show earningi by individual to per- 
mit comparisons oC recipient-reported income 
with the employer-reported wageSp 

— Evaluating the cos::-ef fee tive action snra- 
cegies Cor reducing AFDC errors identified 
in the recently cQmpleted HEW-ffunded sfidy 
and carry out, if practicable, those that 
are applicable, {See p. 26.) 

Regarding the first two actions, Wisconsin 
officials said that: 

— K'hile no studies had been made^ they did 
not believe complete verification of appli- 
cant information would be cost benefficial, 
GAO believes a study would be appropriate 
to identify those aspects of verification 
that would be cost banefioial, particularly 
verifying income of working AFDC recipients 
with empioyar-repor tid wages. 

—They are considering changing the emolover 
reports to permit cjossmatchei . 

GAO did not discuss the latter action with 
Wisconsin officials because the study reoort 
was not issued until after GAO^s fieldwo^k 
in Wisconsin was completed* 

ACTION NE EDED TO 
FIND AND PUirorFRACJD 

Wisconsin does not know how many AFDC recip- 
ients may be receiving cash benefits in more 
than one county or in bordering States, There 



is a statewide computer file used to disclose 
duplicate applicauions for med ical assistance 
(Midicaid) that contains all AFDC recipients^ 
but Wisconsin does not requici caseworkecs Co 
followup on computer- identi fied appl ican ts who 
may be attempting to obtain duplicate benecits, 
(See 19 . ) 

Wisconsin follows the minimum Fedsral require- 
menti tor identiCying and pur su ing fraud casesr 
but clarifying guidelinei elaborating on iden-* 
tifying, investigating f and proaecuting w^lt^tm 
fraud have not bean issued- (See p, 20.) 

Although Wisconsin does not sponsor a welffate 
investigat ivi force, Milwaukee County has such 
a unit called a "ftnud squad." Financed solely 
by Che county, the squ^.d investigates welfare 
fr^ud complaints and overpayments resulting 
from recipient errors* Since Ltm creation in 
1963 through 1977, the squad has r ece ived about 
13/500 investigative requests' hss investigated 
about 8,000 of them, and has identified fraud 
of S4.1 mlilion in about 3,100. During 19V7, 
the squad found evidence of fraud totaling about 
5459,000 in 300 of the 736 cases it investigated. 

Understaf f tng of the squad his reiulted in a back 
log of about 5,500 requests; squad officials es- 
timated that about .2,000 of these could be surged 
because the State statute of lirnitations had bh- 
pirad. County officials saiJ the squad's Bxze 
would have to be increased from 8 to 20 to ej.im- 
inate the backlog and keep current* (See pp. 20 
to 22,) ' 

The Wisconsin Department of Health and Social 
Services could improvt its efforts to detect 
and prosecuta fraud byi 

«Raquiring caseworkers to use the medical as^ 
sistance computer file to identify pefsoni 
receiving or applying for benefits in mote 
than one county. 

"issuing elarifying guidelines to county wel- 
fare agenciis and county prosecuting attorneys 
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to elaborate on defecting* investigating,! and 
prosecuting APDC fraud. (See p. 260 

Wisconsin officials generally agreed with chest 
actioni/ &nd said that they 

^-plan to develop followup procedures for case- 
workers on using the midical aasistanee com'-* 
puter file, distributt th^m to the counties, 
and crossma tch I the purified medical aisist^ 
- ance file against ATDC benefit files in bor^ 
daring States to identify cacipienti receiving 
multiple benefits^ and 

^^believe that issuing clarifvLng guidelines 
to deal with fraud would be a feasible cor-- 
rective action * 

The Milwaukei County Board of Supervisors and 
County EKffcutive cculd irnprovH fraud detection 
by increasfag the staff of the fraud squad to 
eliminate the backlog of cases and to remain 
current on investigations of fraud allegations. 
(See p. 28.) 

Milwaukee County officials agreed^ but did not 
state what action they would take* 

ACTIONS KSEDED TO IMPROVE 
RECOVERy OF "OVERFA.YMgNTS 

Bafore June 1977 the Wiiconsin welfare agency 
did not believe it had statutory authority to 
require recipients to rifund overpayTnents be^ 
cause the law then in effect was illent on the 
matter. State procedures provided that coUn-^ 
ties could only requea t clients to make volun^ 
tary restitution of overpayTnents resulting 
Jrom ci ient^caused errors, but not of those 
resulting from age ncjy^oa used errors , 

In June 1977 the Wisconiin legislature gave 
the State welfare agency authority to colltct 
overpaytttents resulting from client-- and agency- 
caused errors^ subject to approval by the 
legislature of implementing regulations. The 
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regulationSp which had not been approv^ed as of 
Febcuary 197C, provide for securing judgments 
against persons no longer receiving AFCC^ but 
they do not cover persons still on the rolls 
who have no income or ctsourdes* (See p, 22.) 

While its cucrent grant processing system iden-- 
tifies overpayT^en ts resulting from client-* and 
ageney--caused errors , Milwaukef County has. as* 
tablished account! reciiv^abls only on overpay-^ 
mtnts resalting from client errors* Until GAO's 
review^ the county did not know the total aniount 
of overpaymenti outstanding from all causes* 

Also, the county has not eatablishsd adequate 
collection procedure s to recoup ova rpaymenti 
resulting from cl ien t-^caused errors. The wel- 
fare agency relied solely on sending monthly 
statements to recipients with known addresses; 
it did not use repayment followup letters and 
only attempted to corctct addresses by requests 
to caseworkers* 

GAO estimated that as of December 31, 1977, 
Milwaukee County had outstanding overpaymv .ts 
of about 52.6 million* The county had not 
attijnpted to collect about 51. 1 million of this 
balance because it did not have current addresses 
on recipients owing about 5436,000 and ^ undec 
existing procedures, did not attempt to collect 
the other $668,000 resulting from agency errors, 
(See pp* 24 to 25.) 

The VJlsconsin Department of Health and Social 
Services could strengthen the proposed regula- 
tions Cor recovering overpayments by amending 
them to provide far obtaining court judgmenta 
against AFDC recipienti who remain on aid and 
have no income or other resourQeR for collection 
later when the cli.ent obtains assets or income 
or goes off the rolls* (See p. 27*) 

A State official said it would be feasible to 
amend the proposed regulat±c.ns to provide foe 
such judgments. 
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The foliov/ing actions by the Milwaukee County 
Board of llupervisocs and County Executive could 
impcovs the collection of o^s cpaymon ts i 

"Improve accounting contcoli by establishing 
accounts rtceivible for overpayments resulting 
Crom agency'-caused errors* 

^^-'Hhen the propoied overpayment reeovery regu- 
lations are approved, eitablish formal col- 
iection procedures^ including periodic tol- 
lowup letters to and personal contacta with 
recipients to requegt complianae with agrie* 
manta to refund overpa/menUi - (See 28.) 

Milwaukee County offielals generally agreed, 
but did not itate what actions they would take, 

IMPACT OF PROGRAM 
QPTIQN5 CHOSEN" 

Wisconsin officials identified 23 AfDC program 
options which they believea were available to 
the State* GKO considered 12 of these to be 
major because thsy apparintly would have the 
most significant impact on the size and/or cost 
of the AFDC program in the State. Wisconsin 
originally implemented all 12 but has sinee 
dropped 2 of them* 

Ofi the 10 options currently in eCfect^ 7 ex- 
pand the si^e and/or cost ofi the program/ 1 
fastricts eligibility^ 1 promotes administra-- • 
tive efCicienQy/ and 1 relieves the countits 
of financially contributing to the cost of * ha 
program. The unemployed Cathers option of the' 
AFDC program accounted for 7 percent of the 
average monthly caseload an^ 10 percent off 
benefit payments during the July 197e-June 
1977 period* The speciffio impacts of the 
other options implemented by Wisconsin were 
not available, (See p. 29.) 

Wisconsin's AFDC caseload increased by 473 per* 
cent between 1966 and 1976 while the nationwide 
average increaied by 223 percent. The program 
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Dptions discussed cibove as we 11 as other leg is- 
lativt^ social* and economij ch'f,ngGS over thasit 
yf^ars resulted in the growth of th^ APDC case- 
load, both in Wisconsin and nationwide. {Seo 
p, 33. ) 

EFFECriVENESS OF 
IN COME DISREGARDS 

Expressing concein ovev increaiing AFDC ease-- 
loads^ the Conyresa added work incenti^^es to 
the Social Security Act* The peimary -ones , 
used in determining the amount of monthly 
earned income offset against the potential 
grants wer# the disregard of (1) the first 930 
earned plus one-third of earned income ov^ac 
S30 and (2) reasonable work--r elated expenses* 

Thesfe pcouisions, designed to encourage sus- 
tained wor^ effort by cecipients^ permitted 
them to retain a portion of thair earnings 
in the hope that they would eventually work 
themselves off welfare* (See 36*) 

GAO reviewed the restilts of five separate stud-- 
its of the efCects ot these pro\/islons and also 
sampled ielected AFDC recipienc case Ciles in 
California and Wisconsin to ascertain the pro-- 
visions* impact on welfare grants* GAO noted 
that in these States recipients have legally 
remained on welfare while earning substantial 
incomes* largely because of the combined ef- 
fect of the two income disregard provisionSi 
Based on this work^ GAO believes the income 
disregard provisions have not achieved their 
intended result, {See pp* 38 to 4SO 

The weaknesses of Gurrent AFDC income disregard 
provisions have been widely recognized. Some 
17 bills^ which in part would change these 
provisions^ have been introduced in the 95th 
Congress^ but final action had not been taktn 
on any of them as of May 1978. GAO tested the 
effect of the provisions off one, the Pfesidtnt's 
welfare reform proposal ^ on selected AFDC cases 
in California and Wisconsin and found that wel-' 
fare grants would generally be reduced or elim-* 
inated. (See pp, 45 to 47.) 
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rNTRODUCTICM 



A ieries of Milwaukee Sentinel artialts on the Aid to 
Families with Depirdent Children (AFDC) program in Wisconsin 
Prompted Hepreatntat iy^e Robert Kasttn, JCs reqiiest that 
wa revltv selected adpictijof the Staftt's pcogcam* Our first 
report^ date^ August 3, 1977^ addressed matteci in the Rtpre- 
S8ntativa*s initial request/ excepc a matttc concorniftg the 
AFDC Incomt disregard prDvisions. 

This report addreises the income disregard matter and 
additioaal matteri ceritained in his second request* Accord^ 
inglyr v# 

^ — ejcamined and evaluated *^isconsin*s implementation of 
tha Child Suiport Enforcement program^ 

^aseectained th% procedures used by Wisconsin to make 
initial AFDC eligibility dettrminations and ced^ter- 
minatlons ^nd compared them to those used by Indiana, 

— ^ca^iewaL and ev^aluatsd the steps Wisccaain has taken 
to reduce erroneous payrnents and detect fraudultnt 
practices by recipients * 

— ^ascactsined and evaluated the methods used by Wisconsin 
to dollict erroneous payments/ 

--^exarnined the AFDC program options available and deter- 
rnined those adooteu by Wisconsin and their impact on 
the State's AFDC caseload ^ and 

-^^develcped information on AFDC caseload changts nation- 
wide and in Wisconsin with eitiphasis on causes of the 
changes, 

AFDC ii one o£ the largest fedtrally aided public assist-* 
ance progfams. Administered by the Statts in cooperation with 
the Dapartfnent of Sialth, Education * and Welfare (HEW)^ the 
program provides financial assistance to needy childrtn and 
thtir parents or relatives to encourage the care off Sipgndent 
children in their homi * 



Each State must submit a comocehenslvfl plan to HEW de- 
scribing the nature and scope of its AFDC pL'-jgram ana its 
pcomiie to administer the plan accocding to redecal statutas 
and regulations. The plan must include a continuing quality 
controi orogcam designed to asiure that corcect payments are 
made to quaiified AFDC racipients in coinpliance with state 
regulations. A State's quality control feview procedures 
must include sampling techniquai, ■.provide Cor field investi- 
gations of selected cases, and identify coccsctlve actioris 
to be taken on erroneous payments and program administcation 
tfeaknessea. Each State must submit semiannual tepoctg to HEW 
on the results ofi its quality control reviews and its plana 
to reduee erroneous paymants. 

Federal and State payments for AFDC during fiscal year 
19?7 amounted to S10.2 billion of which the Federal share was 
55.5 billion, or 54 percent. The raderal share vanes among 
States and ranged from 50 to 83 percent in 1977. In Wisconsin 
the Department oc Health and Social Sacvices establishas eligi- 
bility criteria and 72 county welfare offices apply them. The 
cost Of Wiiconsin's AFDC program during fiscal year 1977 was 
5239 6 million of which the Fedaral share was $143. S niillion, 
or about 60 percent, and the State's share was $96.1 million, 
oc 40 percent. 

Helfare is, to a considerable extent, a pcoblem of non- 
support of ehlldren by their absent parenfts. HEW astimates 
thSt over 7 million children {2.9 million families) who have 
an absent oacsnt receive AFDC benefits. The Child Support ^ 
Enforcement peogran, authorized under title IV-D of the Social 
Security ActVas amanded (42 U.S.C. 651 et seq.), rsquirss 
each State to establish a progcant to locate absent parents, 
eitablisn pacecnity, and secure support. Jf^^.^'aar 
1977, the program adminiitrative costs totaled 5258.8 million 
nationwide orwhich the Federal share waa S190. 3 million. 
Wiscensin ssent about 57 million to adminiiter the pcogcarn 
and eoUected about 519 million from absent parents during 
that ytar . 

There are a nunibec of AFDC progcain options in the Social 
Security Act which States may choose to adopc and have the 
Federal Govecnraent share in the cost. One, providing assist- 
ance to families with an unemployed fiaehec, had been adopted 
by 29 jurisdictions, including Wisconsin, as of 1977. Jn°ther. 
Droviding emsrgency assistance to needy families with children, 
wasin Sleritiln 25 jurisdictions during 1977. Wisconsin 
withdciw fcotn the tedecaily-aided Eraetgency Assistance Program 
in 1975. 
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The ftPDC caseload increased piqnif icantly ^ nationwide and 
iri virtually all Statts, during 1966-1976. Several reasons have 
been given for the increase, including adc/ption off program od- 
tions, liberalized eligibility criteria^ and high unemployment* 
Appendix r shows caseload changes by State for this period du- 
ring which Wiseonsin'i caseload increaJed by 473 percent while 
tht nationwidt averaga increased by 228 percent, 

^ork incantive proviilons wert added by the Congress to 
thi Social Security Act to encourage AfDC rtciplefits to become 
stlf-aupporting and aventually work th#ir ^ay off welfare. 
Thaae provisions, mad in determining tht amount of monthly 
earned ineoma offset against the potential grant^ %sre (1) in 
1962 the disregard of reasonable work-related exptn^es and (2) 
in 1967 the disregard of the first 130 earned plui one-third 
of aarnad income over 530* They were intended to ancouragG 
sustained work effort by reoipients by allowing tham to^ retain 
some! portion of their earnings rather than having their grants 
reduced dollar for dollar by such earnings, 

scope: of ^^evisw 

We made our review between July 1977 and April 1978 at 
KEK headqunr ten » Washington^ D.C*; the HEW Chicago, rag ional 
oCfice; and in three States— Cal i fornia ^ Indiana, and Wiscon- 
sin — ^where we reviewed program reoords ^nd iretecviewed Federal, 
State ^ and county welfare program officials* Moit of the 
fialdwork was done in Wisconsin where we also reyiewed selected 
AFDC and child support case files to test the op-iration of the 
programs. 

In Indiana we identified the actions it had taken to re- 
duce AFDC errors, deal with recipient frauds and collects over^ 
payments to determine which of these actions might help to 
tmprove hUscoriBin's AFDC program* Indiana wa^ selected because 
it (1) is located in the same HEW region as Wiaeonsin and (2) 
ranked lowest in the rtgion and third lowest in the Nation in 
AFDC case and payment error rates during the January-June 1977 
quality control reporting period. 

In California we reviewed selected AFDC recipitnt case 
flits to ascertain the impact of the income disregard provi- 
sions on their welfare grants. 

We also reviewed five studias which had the objective of 
measuring the impact of the income disregard pfcovlsions on the 
work cesponsa of AFDC racipitnts. 
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CHAPTER 2 
CHILD SUPPORT COLLECTIONS 



Vliaeon^in could eall^Qt mart child iuppott paynierits fcom 
In MiiwauKee County, which had 43 percent of 



tha staters child luppart easelotd in Septein&ec 1911 i the ab- 
sence of a centralized bhild support authocity linpalfs aeft'rta 
to Gpeedily tstablish paternity and efftctively enforce court- 
ocdared piystnts. 



Our random s 
child support ord 
months ended June 
1 tctiona of $16 ,6 
orders as of Dace 

child iupport maj^ 
county had 8,783 
tffect at Pecembs 
tlal eKiata« 



anipl# oC 120 out of 1^300 Hilwaulcee County 
tci on paternity caies issued during the 13 
30 # 1977? shov/td that full at partial col^ 
47 were niade on only 37 peccant ot the 120 
mbei 31^ 1977# leaving an ajnount still owed 
sd Qn out sampl^f as much as $5,9 million if 

be unpaid on the 1,300 ordtrs* Since the 
child support ocderi on patarnity casts in 
r 31r 1977^ a far greater collection poten^ 



PROGRAM REQUIREHEHTS 

km USE t^' coLUtmm 

The Child Support Enforceniant program qtew cut o£ con^ 
greisional concern that parents were deserting their camilieSf 
often leaving them with no choice but to fall back on public 
assistance* 

The law* requirea that^ 

— ^HEW and each State have a ieparate agency to administer 
the program , 

—The Federal and each Statt agency eataDli^h a service 
for locating abient pacenti. 

—Applicants for or recipltnts of Aid to fastiilies with 
Dependent Childcen assign iupport rights %o the State 
and cooperate in eitabllshing paternity ^t\S lecuring 
support. 

—Support payments Cor AFDC recipients b# paid to the 
State for diitribution/ rather than directly to the 
family * 
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"All States coQperati in locating absent parents^ 
establishing paternity, and securing support, 

-^Each Staco makes its ehild suDDoct services available 
to individuali not receiving AFDC* 

Child Support colitctiona are u^ed pcimarily to reim- 
burse the States and the Fidaral Governmint foe ai-fiitance 
paymenta to needy Camilies* Fifteen peccant of the Federal 
share of th& coli^ationa ii reallodated to cQuntiei Cor en* 
forcing support orders and colltctlng payments. Thusr when 
payments ari not made, it is Federal, State, and local gov- 
ernntents that Ic^ge money^^welCare reciplfints are unaffected, 

PROGRAM APMINISra ATION 

At the Federal level- the Child Support Enforcement 
program ir^ adminiateced by HEH*s Office of Child Support 
Enforcement ^./hioh is required to review and approve State 
IV^Q plans, astabltsh standards for efffectivo State pro-- 
grams, and establish ocgani^ational and staffing require-- 
ments for IV-*D agencies* The Office also is required to 
(1) provide teGhnieal aisiitance to States, (2) assist them 
with reporting proctduris, (3) maintain records of program 
operations and child support expenditures and aollections, 
(4) evaluate the implementation of State child support pro-^ 
grams, and (5) conduct an annual audit of each State to de-^ 
termine if it has an effective program that maets the require-' 
niants of the law. Through the Office- i federal Parent Locator 
Service, it asslits the States upon request in locating absent 
parents by providing the most recent home address and/or moat 
recent place of #nipioyment* 

In Wisconsinr the State Departmant of Health and Social 
Sefvlee'a Bureau of Child Support adrrinlsttrs the program. 
The bureau has contracted with*each County Board of Super^ 
vigors or its dtsignee to provide child support enforcement 
sarvlces* The Cl#rk of Circuit and County Court in each 
county collects support payments and iendi them to the State 
Department of Heaiih and Social Services for distribution 
primarily to th^ Federal Government and the countiei. Ac- 
cording to a State official, the program hts been Implemented 
in all 72 Wiiconsin counties* 

During fiscal year 1977, Wisconsin spent about 57 million 
to administer the program with about 350 State and county em- 
ployees (full-^time equivalent)* for the same year, State 
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collected about S19 million from absentee parents* (App* II 
compares WiawOnsin collections with other Statss in HEW-i 
reg ion V, ) 

In evaluating the efCiciency and e f f ecti veness of ool- 
lection ef forts ^ we concentrated on Milwaukee County' i child 
Gupport progr^^ which had 43 percent of the State's ehild 
/apport cuie^' .Ad in September 1977- 

In 1976 the Milwaukee County Board of Suparvisori esta^ 
blished the Coramiislon on Family Resources to set up' a child 
support program- The program is carried out by a family re*- 
sourQ^s coordinator with a staff oC about 10, who comprise 
the Division of Family Reiources. The aommission has legal 
agreements y called contracts, with various county agencies 
for referral and legal servicei necessary to carry out the 
program* 

The county pursues child support collections c^r twO 
^ypes of casesi {1} divorce or separation and (2) birth of 
childjen out of wedlock* tn the latter case? the county 
establiahes the paternity of a child and orders support pay-- 
ments* Our review concentrated on out-of-wedlock cases in^ 
vofiving AFDC, ^ 

Paternity and the amount of chiia support '^^Iftenta a^ri 
established and collection action is taken in a complex 
process by the Division of Family Resources and the various 
county units with which it has contracted. County responai-* 
bility for child support enforcement is divided as follows i 

^--The public welfare department refers AFDC recipients to 
the corporation counsel for a paternity determination* 

^-The corporation counsel initiates paternity aQtions, 
prosecutes absent parents to obtain a judgment of 

when payments are not made* 

-*--The county court's civil division establlshss patern^ty^ 
assesses parents* ability to pay support, issues court 
orders for support payments^ and takes actions, such as 
garnishment of wages , when these orders are ignored. 

— The sheriff's office helps locate absent parents, serves 
them court summonses^ and arrests thtm if they fail to 
appear * 
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— The Clerk of Circuit and Countv Court receives and 
accounts for payments, contacts parents who are de- 
linquent, and initiates contenipt proceedlnga. 

--The Divisicn of Pamily Resources maintains a syatem 
of case files and other records for locating parents 

..^and writes letters, to parents who fail to complv with 
court Orders, s- j - 

—The district attorney assesses absent parents' ability 
to pay support under the Uniform Reciprocal EnCorce- 
nient of Support Act (for interstate paternity casts) 
and prosecutes appropriate cases under the cciminal 
statutes. 

Child support is set by the court in a child suooort 
QCder and may be comprised of three elemental mpdir-ii 
psnsts Cof maternity, past support (from birth to the tU,'* 
Of the order), and -future support until the child reaches 
age 18. The par en t-usually is ordered to make monthly pay- 
ments based on his ability to pay. j ^ j 

FACtlp f S L I M I T I MG C H I LP 

Milwaukee County's implementation of the child suDOoct 
program has resulted in limited collections. The county 
lacks a separate agency with the authority and staff to ex- 
peditiously process paternity cases which has contributed 
to 

— long delays In establishing paternity and ordering 
support, and - 

— Slow and insufficient efforts to collect delinquent 
pa/ments. 

Lack ,0 C cen tf al i au thoc i ty 
I n h IP i j: 3 ^ p r go f tm man ag amen t 

The SilwauKee County family resources coordinator has 
^espn^^-bility, but Insufficient authority, for managina 
the Child Support Enforcement program. The complex aubcon-' 
traccihg structure has placed the coordinator in a position 
where he can only rtconimend, not direct, orogram Impcovements. 
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Fucthecmote, feceiving inputs from so many organizations 

makes it aiEficult Err him to monitor program activity or 
measucft accompl ishnienta , 

The coocdinator said he cannot dltect changes in the 
functioning oC the various aefiUated child support units 
because they ace not under his control. For example, effl- 
ployeei in the clerk of court offiict. «ho Cor child 

iupport eolltctlons and act on nonpayment of ^uppoft orders 
(see p. 9), ate not supervisid by the coocdinator. I" addi- 
tion, assistant corporation counstls, responsible for legal 
lilcetdings to tstablish patirnity and f^^^" "Pfff 
ders, caport to supervisors not involved in the child sup, 
port pcolram. Scattering key program activities amonf dif- 
ferent ofifices not only weakens management, but also maKes 
delays in processing paternity cases mote likely. 

10-7C ♦.k^a cfat-B artvisRd the county of these 

problemi and since then the county has J^^^ 
program administrative structurea. One option is to transfer 
Iroiram personnel to a single organizational ""^t. As of 
february 1978. no decision on otganizational changes had been 
made . 

Delays in establish ing patecnlty 

To assess the speed with which paternity and support 
Paymenls ace istabliihad in Milwaukee County, canoomly 
IKel^ed 120 out of 1, 300 support ocders issued during the 
12 monlhs ended jSne 30. 1977. The county took an average 
It abSut 14 months to establish paternity and he amount 
of support payments due. A large portion of this time can 

II all?!bStidlo delayi in "^^^^i^^ fPP"^|n«| ^^.^^ 
court commissioners who also hear small claims "^^s. Ac 
cordinq to a county ofEicial, it takes about 3 months to 
arrange elch lour t'^appearanoe "^""^^ ^^^i^? J^%SS2:^»5'°" 
of absent parents. Ac leaafc two a^wsd. n^mr f o'r 

in each case— one foe arraignment and one to set terms for 
paynten t 

Another factor contributing to the ^fl^y is the difft- 
cultv in locating patents. AfOC ctcipifnts are frequently 
unaware of Ihe absent parents' wheraabouts and can only pco- 
JiirtLIr namel! It !s the ^a.k of the family rtsou ce 
caotdinatoc's staff to locate such persons. One state memDer 
infshflonlacts various public and P|i^*^e sources eg . , 
telephont company, post office, law enforcemenc agencies, 
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The staff m^Kt iLi she '''I Paymtnt ocdar . 

locate absent ^Llnta bul lluJr ltl^u' f^L' 
quests were backlogged. ^ "^^^ """y 

ineCleet lve coUaetion aetiv iti^a 

to act quickly and ei*ectivelv J^i? ? - Milwaukee County 
comply with support P«^^"" ^^o fail to 

sufficient tBB^cls directed 
vitfi support orders L f riS,,??^- Parents comply 

have been slo^ or nonaJfsLnf! ' collection actions 

^ill^^^i^^^/lll^',^^' «°-"ty collected 55.5 
to administer ^hllrog^af SlweJf.^^?"' f^-= '"^^1^°''' 

port Pa/nisnts!- 4^.patJrnity folio± f 1^"^"^"^ on sup- 
the family resource coordlniLr liS ^ clerks" responsible to 
in the clirk II court olfice "paternity trustees' 

choose parantrto'wLi thirSifPi^ftr^^^^ ^^^^^ ^"^ 

If no paym-nts resullf thl^cleJL relL^^Sf ^''"^ payment, 
paternity trustees for u|al IctLn! " 

l/Includes collections on both patecnitv anrt rfft,^.. 
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According to a county official*. 60 percent of the pa- 
ternity truitees* time is spent appearing in courc to provide 
a rtcofd off the amount of support payn:ents owed by parents. 
ThuSf they oan spend only 40 percent oC their tii^e following 
up on unpaid mppoct orders* Puctherniore , the trustets hav^e 
no established priority for revieviag sasti of nonpayment, ^ 
Each trustee's workload— 1,400 to 1, 900 eaaei — is io large 
that only problem eaaea ^an be dealt with* Routine case re* 
viaws ot payment status of all delinquent cases had not been 
made Cor about a year* ! 

Ke reviewed trustees' filei Cor 12 of our 120 randomly 
selected cases to determine collection actions taken* At 
Decembar 31, 1977, no payments had been made on any of the 
cas^s and delinquencies ranged from 11 to 18 monthi* According 
to trustee filesi _ 

^^Followup action was taken on four cases within 6 months 
after the effective date of the court order. 

— Followup action was not begun in four c^ses until pay- 
ments were delinquent over 6 months* 

^-No followup action was initiated in three sasti, 

--Paternity in the remaining case was still being adjudi- 
cated in the coufts. 

Another factor slowing followup is that trusttee and 
followup clerks do not coordinate their collection efforts* 
Both sometimes act on the same case in a given nonth, while 
numefous other cases remain unattended* 

MORE CHILD SUPPORT 
CpUL b 'fe S ' CbLLECTg D 

Milwaukee County officials could not tell ub th# total 
amount owed by abtent parents at any given time* We, there- 
foref estimated thia amount as of December 31, 1977, using 
our random sample of 120 of the 1,300 child support orders 
issued on paternity cases during the 12 monthi ended June 30, 
1977^ The total amount owed on these 120 orders was 5511,544* 
On only 44 casts, or 37 percent, had any payrnents been made — 
the paymQnts totaled 516,647, Not all of the remaining 5494,397 
represented delinquent payments since some were not then due 
according to the orders", but we could not readily ascertain 
the delinquent amounts. Projecting this unpaid balance to 
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the 1,300 ocdtrsp we estimate a total of from S4,a milliori 
to S5, 9 million in child support was u.ipald on th?se arders 
as o£ Dacembtr 31, ^/ Since the county had 8,73 3 child 
luppoft ocdeis on paternity oases in effect at that date^ 
a still gtfe^iec collection potential ejcists, 

ACTIONS WHICH COULD IMCBEASE 

W^ak pcocedures^ abience of centraliiad authocityf and 
inadaquate itaffing Itv-als have prevented Milwaukee County 
and Wiseonain from ma^cimiiing oollectiona under the Child 
Support Enforcement prograni. While progcam collections have 
exceeded eosta in both the county and the State* there is 
potential for much greater QollectionSs Delays in estab-* 
iishing paternity, locating absent parentSr and acting on 
delinouent pavrnents prevent the county and State fron^ real'* 
izing this potential, 

Tha Eollowing actions by tha Milwaukee County Board 
of Superviiors and County Escecutive could increase child 
support cQllectionSi « 

—Centralize child support progifarfl activities under 
cnm county agency to facilitate pcograrn coordina^ 
tipn and managenien t . 

-^Eeaesign the other duties of the court con^misi ioner s 
who hear paternity cases* 

-^Devote additional personnel tht family resource 
coordinator's staff to locating abitnt parents* 

^-'Assign clerk of court employees other than paternity 
trustees to testify in court on support payments 
owed* This would permit the trustees to devote 
their full time to collection efforts, 

^^Di^act the Cam.Uy resource cootdinator to develop a 
more systei^atic^ busineis--like approach to collection 
activity. For eK&niple^ the coniputer system that pro* 
ducei liati of dalinquent accounts could be e.'oandtd 
to tutomatiTally issue letters informing the parents 
they are in contfempc of court and threatening legal 
action. If they do not timely rtspondf court action 
could be taken* 



1/Thii projection is at the 95--p«rGent confidence level, 
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Milwaukee County officials generally agreed, but did 
not state what actions they plan to take. 
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H^sco^fSIN could do more to 

HEPaCE ERRORS, DETECT FRAUD, 
AND RECOVER ERRONEOUS PAYMENTS 



Fcgm 1973 through mid-1977, Wiiconsin took vacioug 
cocractive actions which cfsultnd in substantially reducing 
its Aid to Familiei with Dependent Children error rates. 
Other actions being taken, such am development of a oonipu- 
teriied system to determine client eligibility and benefits 
and a monthly recipient reporting systemi should, when im- 
plemented, further reduce errors. These systems, howevec, 
will not be fully operational until late 1980* 

In the meantime, Wisconain might further reduce :Lts 
APDC eL'cocs by considering (1) the cost effectiveness of 
requiring all counties to vecify client-supplied informa- 
tion, a corrective action taken by Indidna and (2) the 
practicability of implementing applicable action strategies 
identified by a cecently completed HEW-funded study as cost» 
effective nationwide in reducing APDC errors* 

Wisconsin could also detect and better prosecute fraud 
by (1) requiring caseworkers to use the medical assistance 
computer filer which includes all AFDC recipients^ to identify 
persons receiving or applying for benefits in more than one 
county and [2) issuing clarifying guidelines on identifying, 
investigating, and prosecuting fraud. 

Milwaukee County has not maximized collections of over- 
payments from recipients* In, the county^ which accounted foe 
about 37 percent of the state's AFDC caseload in February 1977 
fraud detection has been hampered by inad.^quate staffing, and 
welfare officials have not aggressively pursued collections* 
Th« county has not developed collection procedures or acted 
to nncourage recipients to make payments after they fail to 
comply with repayment agreements. Furthermore, it has not es- 
tablished accounts receivable for recipients who receive 
overpayments because of agency errors. As a result, until 
our review, the county was unaware of the total amount of 
overpayments outstanding. 
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WIICQNSI N'S CORRECTIVE ACT IOhfS 
TO REptjCfc; AFDC ERnOKliJ l9l 

Two indicators used by HEW ffor determining the extent 
of error in the APDC pcogL-am are the case error rate and 
the payinent error rate. Case error rates show the oercent- 
age ot the State's APDC cases which were ineligible'or con- 
tained an ovetpayment or underpayment error. They do not 
directly show the total welfare dollars misspent. A better 
indicator of this is the payment error rate which shjws the 
percentage of total welfare payments made to ineligible 
persons and overpayinents to eligible persons. 

From 1973, when the current quality control program 
began, to rnid-1977, corrective actions taken by Wisconsin 
reduced its AFDC case error rate by half— from 35.7 percent 
to 17.7 percent — and its payment error rate by 23 percent — 
from 6.1 percent to 4.7 percent, in comparison with other 
states, the District of Columbia, and the territories for 
the January-June 1977 reporting period, Wisconsin's case" 
error rate of 17.7 percent and payment error rate of 4.7 
percent ranked twentieth and tenth I'owest, respectively 
(See apps. IV and v.) 

The effectiveness of Wisconsin's corrective actions 
have been measured by the State in terms oE their impact 
on the case error rates. Although the specific impact of 
the corrective actions on the payment error rates were not 
loentifiea, they probably contributed to their overall re- 
duction. 

Appendix VI contains information on the operation of 
Wisconsin's AFDC program, including (1) a comparison of Wis- 
consin s error rates to the national error rates, (2*) a dis- 
tribution of Wisconsin's AFDC errors among the five cateoories 
of determination— basic eligibility requirements, resources, 
income, need, and other— and {3} a description of the major 
eorrective actions taken and planned by Wisconsin and their 
actual or estimated impact on reducing the error rates. 

WISCONSIN'S CORRECT IVS ACTIONS 
IN PRddESSi L§lB'SU ~ 

Wisconsin's .major corrective action in orocess to reduce 
agency-caused eerocs is the development of a' computer reporting 
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network, which, when fully implemented, will uniformlv .tdoIv 
Wisconsin's policies £or all AFCC aligibilitv and bsnififde- 
terminations. This online computer system will automatically 
determine a client's eligibility and benefihs for AfDC, medi- 
cal assistance {Medicaid), and food stamps at initial appli- 
cation and at the time of cedetermination. The system will 
provide equal treatment for clients statewide by consistently 
applying rules, regulations, and policies to client-supplied 
information. (See app. VI, p. 63, for a deicriptlon of the 
computer ■repotting network.) 

In addition, the Wisconsin Department of Hea.'th and Social 
Services formed a program ttaining and Interpretation section 
to provide uniform interpretations of AFDC policies to all 
counties. Caseworkars throughout the State will be able to 
call a central number and immediately receive policy interpr*»- 
tations when this section is fully operational. 

Wisconsin off icials ' told us that special training courses 
foe counties where ■specific policies were freauently misao- " 
plied will be implemented in Wisconsin in 1978. Caseworker 
calls to the program training and interpretation sectinn, as 
well as reports from county monitors, will be analyzed to 
detscmine whether the counties are havina trouble with spe- 
cific policies. If they are, training courses dealing with 
the specific policies will be set up in such counties. 

Wisconsin's major corrective action in process to re- 
duce client-caused errors is its plans to implement a policy 
of requiring recipients to submit monthly status reports in 
Milwaukee County in 1978 which will, if successful, be aDplied 
statewide in conjunction with the computer reporting network 
by late 1980. These reports will require clients to report 
any change in c ircumstancei that affects their eligibility 
or grant amount. Caseworkers will review the veports for 
changes in recipient status and take any nacer.sary actions. 

OTHER OPPORTUNITIES 
TO REDUCE ERRORS 

A comparison of Wisconsin's procedures for miiiiaging its 
AFDC program with those used by other States may also yield 
opportunities for reducing errors. We compared Wisconsin's 
procedures with Indiana's and found that in several in.'.tancts 
Wisconsin had taken or was considering taking actions compar- 
able to those Indiana had implemented. However, we noted 
that Indiana requires all counties to verify cl ien v-suppl led 
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infocmation f a corrective action which mighty if found cost^ 
effective and implemented by Wisconsin^ reduce AFDC errors 
in advance of full implementation of the computerised system 
and monthly recipient reporting. 

After Qompletion of our fieldwork in Wisconsin, we noted 
a recently completed HEW'-funded study which explored the 
causes of AFDC errors and suggested cost-effective strategies 
the States could implement to reduce them. Wisconsin ofCicials 
could consider the practicability of implementing those stra* 
tegies which are applicable. 

Vac if lea t ion of cl ient^auppl led infforma t ion 

Indiana requires caseworkers to verify all information 
affecting AFDC eligibility and grant amounts for all initial 
eligibility determinations and periodic redeterminations. 
Verification includes a visit by a casev/orker to an applicant's 
home • 

Wisconsin allows counties to choose either to accept 
clients' stitements or to verify them against supporting docu- 
ments or by contacts with other sources. State officials 
could not identify which counties used which method, but said 
that th^ smaller and more rural counties tend to use the 
declaration method rather than the verification method. Mil* 
waukee County, however^ does require use of the verification 
method* (See app, VI, p, 57^ for type of documents required 
to support initial eligibility*) Home visits are required 
for initial eligibility determinations but not for redeter^ 
minations* However^ the June 1977 Wisconsin AFDC funding 
law required that caseworkers recertify in person the eligi^ 
bility of 10 percent of the recipients every 6 months. 

In addition^ Indiana has two methods of verifying in* 
come. Recipients' .employers are asked to complete a form 
verifying incomie and mandatory payroll deductions, Also^ 
AFDC rolls are crossmatched with individuals' earnings em-- 
ployers report to the State for unemploynien t compensation 
purposes. This crnssmatch is done quarterly for the State's 
four largest counties and had been done three times for the 
cemalning sounties between January 1976 and June 1977. 

Although Wisconiin allows counties to choose whether 
or not to veriCy client-supplied information. State officials 
believe verifying income with employers for all working re- 
cipients would not be cost beneficial and would place an un^ 
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reasonable burden on employers- Although the Stats had made 
no cost-benefit study, we noted that 71 percent of Wisconsin-s 
t^tal client-caused error cases during ths first half of 1977 
occurrfd in the income category; 64 percent of tl.e total client 
caused errors in income involved clients inaccurately reporting 
eacned inconie* 

Wlaconsln's employer reports of wages for untmploymint 
compensation purposes do not show earnings by individuali there 
fortr the State cannot crossmatch AFDC-rec ipient-repor ted in- 
come with employer-teportid wages. Wisconsin officials are 
considering changiny the employer reports to permit this com- 
parison* 

HEW-funded study shows other 
ways to reduce AFDC "errors " 

In its April 1978 report to HEW on the study results, 
the contractor (the Urban Institute) identified five major 
action strategie.-s which were categorized as most promising 
for error reduction in both urban and nonurban areas. The 
contractor estimated that, if fully implemented nationwide, 
these five actions would cut the national cas^ error rate 
roughly in half and would produce net savings to Federal and 
State gDvernments of i^bout S500 million per year from avoided 
payment errors* The contractor reported that the projected 
nationwide savings were based on actual historical experiences 
of States which have already implemented^ in at least some 
form, these five actions and are available from iniplemen ting 
nationwide the most successful and cost-effective e^<isting 
State pcacticeSj not radical or untried innovations. 

The five action strategies and their eKpected results, 
if impleminted by all States, follow. 

1. Reduce overdue APDC eligibility redeterminations to 
the level of the 15 States with the lowest backlog (under 3 
percent) * This action would reduce the national case error 
rate by 3 percentage points and reduce payment errors by 
about 580 million a year at a cost of about S6 million for 
overtime of existing staff under a crash program, 

. 2^ Make client reporting easier by reducing the degree 
of difficulty in understanding reporting requirements and 
filling out the reporting forms by rewriting documents and 
revising procedures* This action would reduce the national 
case error rate about 2 percentage points and about 5120 
million in erroneous payments could be averted. 
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3. Raise the Skill leval of eilgibillty ',,'ockers by 
celntecpceting an existing Federal cequirement for orienta- 
tion trainingof new workers to mandate substantial classroom 
education for them and otherwise increase nationwide training 
activitiei by 50 oeccent for a total cost ot about |8 million. 
Thii' action would"cut the national case ecroc rate more than 

1 eercentage point and save about $100 million a year in 
avoided .ecroneous payments and ceductions tn other administra- 
tive costs. ' 

Reducing the turnover among eligibility workecs using 
aporoaches, such as improving the job climate, hiring wocKers 
without college education, increasing promotional opportun- 
ities, and raising salaries, would also help, probably at a 
fractional cost of potential costs avoided. If the average 
State turnover rate was cut in half, the national case error 
rate would fall more than 1 percentage point and about ?100 
million in erroneo.us payments could be avoided. 

4. Adopt proaram rules, such as consolidated grant stan- 
dards and "flat grint" work expenses, as simple as those in 
force in the States with the most simplified rules and proce- 
dures, some simplification would be greatly assisted by Fed- 
eral legislation. This action could cut the national case 
error rate more than 4 percentage points and savings in avoided 
payment errors and reduced administrative costs would amount 

to about S150 million annually. 

5 DeveloD selective case management systems in a gen- 
eral pattern to"vary the intensity of verification, the Cre- 
quency of recer tiCication , and other administrative resource 
allocations so that "er ror-peone" cases receive the required 
resources but administrative funds are not wasted on overly 
elaborate nandling of routine c?.ses. Such systems would in- 
volve analysis of quality control results, development of 
coirputer systems, and restructuring of operational policies, 
implementation nationwide of technology currently demonstrated 
by States, such as West Virginia, South Carolina, and Texas, 
could reduce the national case error rate by about 3 percent- 
age points and save about $80 million a year m avoided er- 
roneous payments. 

The contractor also reported that State^administered _ 
AFDC orograms shuwed lower error rates than State-supecvisea 
orogr'ams. Converting all State-suporvlsed systems to State 
"administcation would deccease the national case error rate 
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QrPORTUMITIE£ W DETECT 
AND' BEjTTER PRc^EcUTS FRAUD 

bounty needs'to consJdSff'"^ Mil^a^kal' 
squad. consider incceasing the staff of its fraud 

_^eed for pcQcedures to 
decect muitiplo appUcations 

.1? contractor maintains a computer file for the State ' 
off all persons who have astablishid eligibility for medical 
?hii''?""J7^'^^=^"^ in Wisconsin. Onl way to e°t,bUsS 
lurl tLi'S'^"^,'' receiving apdc. Computer edUs in- 
sure tnat an appUcant for medical assistance will not hi 
entered on the file if the applicant is already lisled rf 
w err?;r?S^i^L °? ^hI:-ntracJor'iitffresiJf coun y 

Ilistanle el liMllif fn^P'^'^K C«"«q««"tly, the medical 
Th-^ u ^J-igiDliity file can be used to identify recioiPnt-B 

who may be attempting to obtUn duplicate benefiis! "cipLents 

The contractof planned to ourify the file by rpmn,/i>,n 
duplicate records and eliminating errors in 1978 when ?M , 

tr?Se counM'if ^« generated and foriarlel 

aqencv wiJJ J^'^^?*^'* '"^ """'^i' records, a county 

agency wiii be able to. determine whether any recioient^ ha„a 

according to a state official, fSllowuo oroeedures will S^' 
deyeloped and distributed to ihe countfel anfthrpuJifiel 
Allc'benlili'^?" '"J will also be crossmaic^ed fgf nsf 
AFDC benefit files m bordering States to identify any tecio- 

ilslrolsmitih^"'"'"^'" benefits. Wisconsin olans^tHf 
Its crossmatches as soon as the medical assistance file ia 
corrected and qualified technicians become ayailalle. 
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Need for procedures to 

b e~t tot pjQ s e c"ufj~~f r j 

Federal cegulationi (45 C.F.R. 235.110) require, in 
part^ that States establish and maintain (1) methods and 
criteria for identifying situations in which questtons of 
AFDC program fraud may e^ist and (2) procedurai cooperatively 
dtv^loped with State legal authorities for raferring to law 
anforcement offioiali situations in which there is valid 
reason to suspect frauds 

Indiana is aggressivtly puriuing AFDC recipient fraud 
in the belief that to tolerate it is to encourage It,, In 
1974 the State advised its county welfare departments to 
institute fraud proceedings when they disoover a recipient 
who failed to notify the agency of a circumstance change 
that would Eeduce or eliminate his/her grant payment. In 
addition to the Federal requirements for identifying and 
pursuing fraud cases ? the Indiana Departifient of Public Wel^ 
fare issued guidelines in January 1977 to county welfare 
departments and prosecuting attorneys which elabocated on 
the identification I investigation ^ and prosecution of wel- 
fare frauds An Indiana official told us that AFDC fraud 
prosecution has since incc^ased. 

Although wisconiin's AFDC program plan contains the 
Federal requirements for identifying and pursuing fraud 
cases, no clarifying guidelines have been issued* State 
officials said that issuing such guidelines would be a fea^ 
sible corrective action. 

Need to consider increasing 

si^e^ of fraud sgu^H^ • 

Although Wisco.^sin does not sponsor a welfare Investi*^ 
gative force, Milwaukee County has such a unit in its "fraud 
squad .'^ Financed totally from county funds ^ the squad was 
established in 1963, as a division of the county sheriff's 
cfflce^ to investigate welfare fraud complaints and ever-' 
payments resulting from client errors. it also participates 
in special ir, vestlgationa , such as crossmatching welfare 
rolls with listings of persons drawing unemploynient compen- 
sation benefits* Four other counties in Wisconsin*-Dane, 
Kenosha^ Racine, and Waukesha— each have one welfare fraud 
investigator with a smaller caseload than Mllwaulcee cauhty's 
squad* We did not review these counties' fraud Investiga- 
tion activities. 



20 



34 



EKLC 



From its incepcion through calendar year 1977, th^ 
Milwaukee County fraud squad received 13,490 investigation 
requests from caseworkers, the public, and various county 
agencies. It investigated 7,994 casee and identified fraud 
of about 54.1 million in 3,052 cases, or 38 percent. (See 
app, VII. for a breakdown o£ these statistics by year,) 

During 1977 , the squad |found e\^idence of fraud totaling 
about $459,000 in 3o0 of thei 736 1/ cases it investigated, 
voluntary repayment was agreed to^in 148 caaesi the remaining 
152 were referred to the district attorney for proiecution. 

The district attorney prosecuted 87 recioients, declined 
prosecution on 58, and has criminal complaints pending on 7. 
Of the 87 individuals prosecuted, 

^-73 were sentenced to. from 1 to over 5 years probation 
and were order-#d to make restitution, 

--3 were jailed arid required to make restitution, 

--1 was jailed with no restitution required, 

--2 were granttd dismissals, and 

— 8 were still awaiting court action as of Decenr^ber 31, 
1977 . 

Reasons the diatrigt attorney gave for declining orosecu- 
tions werei 

— The recipients agreed to make voluntary restitution. 

— ^They did not have prior criminal records, had left 
the county, were ill, or were juveniles* 

*--He did not believe that prosecution war warranted or 
that fraud could be proven, 

iecause off the extensive amount of work that would have 
been involved, we did not identify either how much money was 
voluntarily agreed to be repaid on the 148 cases or how much 
restitution was ordered to be repaid on the 76 cases or the 
amount actually ccHeeted on these cases. 



1/Includes 47 cases involving general assistance, medical 
assistance/ and food stamps. 
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At the &nd of 1977 thece still remained a backlog of 
5,496 cases oC which the ecaud squad oECicials astimated that 
2,000 could be eliminated becauBt tha S-year State statute 
o£ limitations covering fraud investigations had expirtd. 
Accocding to thtse oeeicials, insufficient staEE has contri- 
butsd to the large backlog. The numbec of fraud squad invos- 
tigatocs incceased from 2 in 19S3 to 10 in 1974. As part of 
an Dvecall if fore to avoid a tax inccease, the county reduced 
the squad's staffing level fcom 10 to 8 deputies, effactive 
January 1977, evsn though the numbtr of complaints had been 
incceasing at a steady rate. County oEficials estimated it 
would taKe 20 deputiei to eliminate the backlcg and keep 
eurrent, 

while analyzing vast amounts of financial data to deter- 
mine total collections made by Milwaukae County ducmg 1977 
on grant ovecpayments , we isoiated, to the extc-nt poisible, 
the total collections which directly resulted crom the tcaud 
sauad's 1977 and pcior years' activities. We found that in 
'j.yl7 about 5208,100 was collectad which could be related to 
its activities as Collowsi $129,700 through voluntary cepay- 
ments, S6i,900 through cour t-ordeted repayments, and 516, 5uu 
thcouqh automatic grant reductions. An unknown amount, which 
could not be segfegated, was also included in the total amount 
collected through automatic grant deductions, 

POTEHTlfi L FOR GREATER 
REtg7Ejl|": OVEfPAy he NTS 

one of Indiana's revised proceduces is aimed at increasing 
recoveries of overoayments in non fraud cases. Indiana has en- 
couraqsd counties to obtain small claims court judgments for 
overpayment amounts when recipients either have no available 
income or assets or ace no longec rectiving AFDC. The judgment 
alloil ?L county at least 10 Years after the recipient obtains 
assets or income or goes off the colls in which to recover such 
ovttpaymtnts . 

Esfora June 1977 the Wisconain Department of Health and 
Social Services did not belitvt it had statutory authority to 
reauiES recipients to refund ovecpaymtnts because the law then 
in'effect was iilent on the matter. State procedures provideo 
that counties could request that clients make voluntary resti- 
tution on overpayments resulting from cli«nt-caused errors 
because of the Dossibility that they were willful, either by 
aStlmatic grant" deductions or cash payments. On overpayments 
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resulting from agency-caused errors, counties were to brinq 
them to the clients' attention but reDavments were not to 
be requested, although voluntary refunds would be accepted. 

In June 1977 the Wiaconain legisJature resoonded to a 
request from the department by pasiing ^ law giving it au- 
thority to collect o^erpaynients, subject to aporoval by the 
legislature of regulationi for reco\^i>ring overpayments which 
occur 

---because recipients fail to reoort changes in income 
or other circumstances^ 

while recipients are appealing agancv decisions re- 
garding eligibility or grant size, or 

"because of agency errors. 

The department proposed regulations *to implement the law 
in October 1977 but they had not been approved as of February 
1978. Under the proposal^ overpayments may be recovered from 
persons who are currently receiving AFDC payments by reducing 
their monthly grants* except that persons havina no earned in-- 
come will not have their grants reduced unless the overpaynient 
resulted from fraud. Cash recovery from those no longer on 
welfare rolls will still be effected by agreement, but oersons 
who do not voluntarily make repaymentj will be subject to 
legal action in the form of a court order to make repayment. 

However, the proposed regulations do not provide for se- 
curing judgments against recipients who have received over- 
payments for reasons ^ther than fraud and who remain on the 
rolls but have no income or other resources, A Wisconsin 
official said it would be feasible to amend the proposed regu- 
lations to provide for obtaining a court judgment on these 
latter cases for collection later when income or assets be- 
come available or the client goes off the rolls. 

Although the State sets overall policies for collection 
OL' overpayments, each county is responsible for making the 
actual collections* In Milwaukee County the business office 
of the public aid department is responsible for collecting 
and accounting for overpayment refunds caused by client ©r 
agency error. The State probation department in Milwaukee 
is responsible for collecting cour t-ordtred repayments. 
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Neithec department, hi^avsc , has eatablishad formal 
collection procedures. The probation deoartment waits until 
the client has assecs before attenipting collections. The 
collection efCorts oi the outolic aid department consist 
solely or sending out monthly billing statements -to recip- 
ients whose addresses are known. It sends no followup let- 
ters requesting payment nor does it attempt to correct ad- 
dresses, other than by ceauesting corrections Crorn case-" 
worl<ers. The latter actibn is not always effective and can 
neialessly tie up tht caseworkers' time as the incorrect 
aodresses can belong to people who are no longer receiving 
AFuC. The businesi office could take a more aggressive 
approach by contacting other sources, such as the post office, 
to attempt to obtain correct addresses for these people. 

While its current grarit processing system identifies 
overpayments resulting from client- and agency-caused errors 
the county has sstahlished accounts receivable onlv on the" 
client-caused ones. Even though voluntary repayments were 
being made by some recipients on overoavments resul ting from 
agency-caused errors-, the totals of the'overpayments wpre not 
Known. To attempt to ascertain the total amount of overpay- 
ments outstanding, we had to review and analyze volumes of 
financial data. 

We ostimatsd that overyayments outstanding in Hilwaukea 
County .IS of December 31, 1 977 , classified by method o£ re- 
covery, totaled about S2.6 million as follows! 

Method of cecpverv AmQunt 

, ( 000 omitted ) 

voluntary cash agrefniants: 

Client errors (note a) SI, 463 

Agency errors ggg 

Automatic grant decJuctions 

(both client and agency 

eriors) 450 

Total overpayments 

outstanding $2,581 

a/Includes court-orderad cestitutions . 
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During 1977 the county public aid departmenc Gollected 
about $644 /000 in ove rpa;^^meL ts , (See apn\ VIII for the 
amount of ovecpdyments collectad by the county during the 
years 1974-77,) However, it made no effort to collect over 
Sl*l milHon in Qutatanding ovtrpayments as follows: 

(000 omitted ) 

Client errors 5 435 

Agency errors 668 

Total ;iaQ4 

The county did not attempt to collect the SUl million 
because (1) it did not have current addresses for the clients 
who caused errors and (2) under existing procedures, it coulC 
not collect on aggncy--caused oyerpaymen ts^. Those repayments 
which the county rectived on agency=caused errors were volun- 
tary on the clients' pact* 

ACTI ONS WHICH COULD IMPROVE 
W I S C bN ^ f N ^ 5 " AFD^TiiT JZ RA M " 

Since 1973 Wisconsin's corrective actions have substan^ 
tially reductd its AFDC error rates. FurtheT error reduc- 
tion shoijld rtsult from implementing the computer reporting 
network and the monthly recipient reporting policy. The net- 
work should raduce agency-caused errors because county oerson'- 
nel will not need to individually interpret State policies, 
rules# and regulations. Monthly recipient reporting should 
reduce client-caused errors by requiring monthly reoorti to 
the State, on changes in recipient status. Neither of these 
actions, however, will be fuily operational until late 1980. 

Additional corrective actiorti might reduce 'Wisconsin's 
AFDC case and payment error rates in the meantime. Requiring 
all counties to verify client-tupplied information ^ including 
income, a step taken by Indiana to reduce its AFDC errors^ could 
be considered by Wisconsin for iniplemen tat ion IE determired to 
bo cost tffective* Wisconsin might also consider the practic- 
ability of implementing those applicable cost-effective action 
strategies for reducing AFDC errors identified in the recently 
completed HEW-^Cunded study. 

In response to a mandate from the State legislature^ the 
Wisconsin Department of Health and Social Servicei proposed 
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regulations for rtcovering AFDC overpayments. While the pro- 
posed reguia tionr? si^^m '"eaRonable ^ an add i t: ianai provision 
implemented in Indiana, involving the use of court judgments, 
might be added to strengthen them. 

To help deal with welfare fraud. States sho'uld have a 
detiatioa and proiecution program which includei (1) computer 
croiicheaklrig of applicants to detect multiple applications 
and (2) effitctive inv^stjigat ion , prosecution/ and overpayment 
collection systems. Although Wisconsin has a medical aisiat- 
ance computer file that includes all AFDC recipients, it has 
not required caieworkers to use the file to identify applicant 
who may already be receiving paymenta in another county. 

In Milwaukee County^ understaf £ing of the fraud squad 
has created a large backlog of suspected fraud cases. Also, 
accounts receivable for overpayments resulting from agency-^ 
caused errors have not been established. Having this ac- 
counting control would enable the county to keep abreast 
of the magnitude of such overpayments. Efforts to recoup 
erroneous payments" hive been insufficient and will ne^d to 
be strengthened to implement the proposed overpayment re^ 
covery regulations, when approved. 

The following actions by the Wisconsin Department of 
Health and Social Services could help reduce AFDC errors r 

— Require, if cost-ef fective/ all counties to verify 
eligibility information reported by AFDC applicants 
and recipients, particularly verifying with employers 
the income of working AFDC recipients* 

— Revise the employer reports to the State of wages for 
unemploynten t compensation purposes to show earnings by 
individual to permit comparisons of recipient-reported 
income with employer-^repor ted wage^, 

—Evaluate the cost-effective action strategies for 
reducing AFDC errors identified in the recently com- 
pletid HEW-funded study and implement, if practicable, 
those that are applicable. 

The following actions by the State agency could improve 
efforts to detect and prosecute fraudi 

-^Require caseworkers to use the medical assistance 
computer file to identify ^he^e receiving or applyinq 
for benefits in more than one county. 
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--Issue clarifying guidelines to county welfare agenciis 
and county pcosecuting attorneys to elaborate on de- 
tecting^ investigating^ and prosecuting AFDC fraud. 

The State agency could strengthen the proposed regula- 
tions far recovfring overpayments by amending them to provide 
for obtaining court judgments against APDC recipients who 
remain on aid and have no income cr other resources for col-* 
lection later when the client obtains assets or income or 
goes off the rolls^ 

In commenting on the first two actions to reduce AFDC 
errors. State oCficials said thati 

— Although no studies had been made^ they did not be- 
lieve complete verification of applicant information 
would be cost beneficial* We believe a study would 
be appropriate to identify those aspects of verifi- 
cation that would bt cost benefirlal.^ particularly 
verifying income of working AFDC recipients with 
employer-rgportyd wages * 

^They are consider ing changing the employer reports 
to permit crossmatches* . ' 

The third action to reduce AFDC errors was not discussed 
with 'Wisconsin officials because the study report was not 
issued until after our fieldwork in Wisconsin was completed. 

Concerning the actions to deal with fraud, the officials 
did believe that it would be feasible to issue clarifying 
guidelines to elaborate on detecting, investigating, and pro- 
secuting AFDC fraud. Regarding caseworkers' use of the medi- 
cal assistance computer file to identify those receiving or 
applying for AFDC benefits in mpce than one county^ a State 
official said that followup procedures for identifying multi- 
ple applications using the medical assistance file will be 
developed and distribated to the counties. He said that the 
purified medical assistance file will also be crossmatched 
against AFDC benefit files in bordering States to determine 
whether any recipients are receiving multiple benefits* 

Concerning the action to improve collection of over- 
payments, a State official said it would-be feasible to 
amend the proposed regulations to provide for obtaining court 
judgments against AFDC recipients who remain on aid and have 
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no income or other reseyrces for collection later when the 
client obtains assets or income or goes off the rolls. 

The following actions by the Milwaukee County Board of 
Supervisors and County Executive could improve fraud detec- 
tion aud collection of overpaynien ts : 

^-Increase the staff of the fraud iauad to eliminate 
the backlog of cases and to remain current on inves- 
tigationi of fraud allegatloni, 

—Improve accaunting cQntrols by establishing accounts 
receivable for overpayments resulting from agency- 
caused errors. 

=When the proposed overpayment recovery regulations are 
approved, establish formal collection proeedures, in- 
cluding periodia followup letters to and personal con- 
tacts with recipients to request compliance with agree- 
ments to refund overpayments. 

Milwaukee County officials generally agreed, but did aot 
state what actions they plan to take. 



CHAPTER 4 

MAJOR ftFDC PROGPAH OPTIONS IMPLEMENTED BY 
WISCONSIN AND AFDC CASSLQAD CHANGES . 

Title ly-A of the Soc,ial Sefjclty Act and related Fad- 
mSlt ^1 i^Ti the mandatory program criteria that 

T i Sw-iS^^""^®? State's Aid to Families with Depen- 

dent Children plan to qualify for Federal financial Dactici- 
pation m assistance and administrative costs, in addition, 
the law and regulations provide program options which States 
may elect to implement. 

We reviewed the act and the Federal regulations which 
clarify and interpret the:law to identify program options 
available to the States. , Wisconsin officials also reviewed 
the Federal regulations and identified 23 options which they 
believed were available to the. State, We considered 12 of 
the 23 options to be major because they appeared to have the 
most significant impact on the size and/or aoat nf the ac-nc 
program in the State. Wisconsin originally adopted all 12 
of these options but has since dropped two of them. 

Of the 10 options currently in effect, 7 esccand the 
size and/or cost of the program, 1 restricts eligibilitv, 
1 promotes administrative efficiency, and 1 relieves the 
counties of financially contributing to the cost of the 
prograin. Except for the unemployed fathers option of the 
AFDC program, che specific impacts of the options imple- 
menued by Wisconsin were not available. 

MAJOR OPTIONS CH CSEN WHICH 
TEND TO ExRNb'THE AFW^QGRAH 

The following seven options selected by Wisconsin tend 
to expand the size and/or cost of its AFDC program. 

1. Providing AFDC assistance to needy children who are 
deprived of parental support because their fathers are unem- 
ployed IS optional with the States. Wisconsin implementtd 
the unemployed fathers option in 1971 to relieve some of the 
pressures on the non-federally funded general relief ptonrams 
operated at the local level. Federal and state monies are 



29 



now being used to fund this caseload. Between July 1976 
and June 1977 the average monthly number of AFDC Eamilies 
in Wisconsin was about 67,000. Of this number^ about 4,800 
familieSr or about 7 percent of the monthly caseload, received 
assistance because of the unemployed fathers segment* About 
10 percent of total AFDC payments made during this period 
were to unemployed fathers recipients. 

2. In determining the size of an assistance unit and 
the gorrespondinf grant amount^ States have the option of 
including the needs of any essential person living in the 
same household as the AFDC family group but who would not 
be eligible £or assistance on his or her own* An example 
would be a grandmother whose widowed daughter and grandchild 
who are on AFDC live with her. The grandmother would be in* 
eligible on her own# but if she provided child care while the 
parent worked ^ she would be considered to be an essentl'^l 
person, Wisconsin implemented this option more than 20 years 
ago and it increases program costs, 

3 and 4. Within certain limitations. States have op- 
tions as to when assistance must begin and when it must be 

assistance can begin on either the first day of the month 
in which the application is received or 30 days after its 
receipt* Since 1969, FijSConsin has been providing assistance 
at the earlier date so tAat administrative processes do net 
prevent an eligible needy person from receiving assistance 
in the most timely manner. A State can continue to provide 
assistance for a temporary time period after eligibility 
ceases to exist* Since 1976, Wisconsin has continued assist* 
ance to a family Cor up to 60 days after a spouse is released 
from an institution and after an unemployed father becomes 
employed until he receives his first paycheck. 

Implementation of these .options increases program costs* 
in the case of the latter option, needy individuals are able 
to continue to have an income during a transition period 
while the eligibility condition is being overcome. 

5. Each State has the option of making protective and ^ 
vendor payments to individuals other than a caretaker relative 
when the caretaker has shown an Inability to manage funds in 
the best interest of the child* Wisconsin implemented this 
option and it increases AFDC administrative costs* 
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^« !' ^^^'1 f^^te has the option of d isregard inn assist- 
as no ISIlT^^"'' "^^^ agencies and o.gani^atiuns fa long 
as no duplication exists between items included in the 
Spate's need standard 1/ and items for which cecipienL re- 
nnJlSIf in'ff agencies. Howavir f thfiteml 

PaJs iSsf ^h.n i^S^ assistance payment because the State 
ttlL ^f" percent o£ the need standard, other a- 

gency payments for tham can be disregardtd . Wisconsin di^ 
iregardj payments from such lources al general reflef emer; 
?l)^th!"^^4 vocational rehabilitation agencies becluse 
2 iff! SH^?"^? ?'! "«=!ssary to help melt emergencies! 
fnLL beneficial to take advantage of other federally 
haSllftftilS*?^-"^ (3) they enhance the prospects ofre- 
Jrogram'losLf" ^''"P^^^^'^-d person. This option increases 



ther lataSjlh f ii 5'"^ ""^ Standard, a State may ei- 

i^diviluSni SJ."^ - to meet all identified ne^ds or 

in nSii^J^l^^i"^ amounts for each need item included 

f"at Irant aL"?"^ Wisconsin established a total 

the flat ara^t olM^i''^ vanes only by family si=e. Selecting 
tne tiat grant option increased program costs, but «n^h i „_ ' 
^il^^'l partially offset by administrative savinqs'and 

ceduccid errors in calculating grants. ^-vmgs ana 

MAJOR OPTIONS CHOSEN WHICH RES TRICT 

ELiIGIBILITy , PROMOTE EFriCIEH T ' 

ADMINISTRATION, AND AID THI^UNTTPS 



Of the following three options Wisconsin adopted, one 
al?inistLtfo? ^Ijf^ility one promotes e f ficienrprogram 
burden! "l^^es the counties of a financial 



1. when determining 



- applicant's need, the state nan 

KSlulLf f 'i'?" personal pfopert" 

fects 21 aitomfhfff addition to a home, pefsonal ef= 
cects, an automobile, and income-producinq prooert^ 
be retained by the applicant, except that the amoui 
cfL Trfll? individual recipient in the 

case. In 1975 Wisconsin established a liouid asset reserve 



that can 
rs>£a ined 



l/The need standard is the monthly amount, based on family 
si^e, which states consider necessary to cover the cost 
^'■eras such as food, clothing, shelter. 



oC essential 
utilities. 



and 
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ot 51,500 Cor an entire family. According to a Statt offi- 
cial, wiseonsin's lower resourct limitation reduces the AFDC 
caseload and program costs, 

2. At the option of each State, additional eligibiltty 
conditions that are not inconsistent v;ith the Social Security 
Act can be impcied on applicants for AFDC asslitance. Wis- 
consin has implemented four additional eligibility require-, 
ments which help to promote more efficient AFDC program ad- 
ministra'tion^ 

(1) A home visit muit be made before assistance is 
granted. 

(2>. The AFDC application muat be signed in the pre- 
sence of a^county welfare agency official. 

(3) The State and/oc the county welffart agency has the 
right to recover money from a third party who may 
be liable, for damages to another party which re- 
sulted in^that party riceiving public assistance* 

(4) The county agency may require a parent to perform 
such remunerative work as the parent can do# in 
the agency's judgment, without resulting in a de- 
triment to the parent's health or in neglect of 
the children. 

3. In funding the State ihare of the AFDC program 
costs. States have the option of using only State moniee 
or requiring local governments to share in program costs* 
Since 197S/ Wisconsin has not required local funding of 
assistance or administrative costs. 

MAJOR OPTIONS PROPPED 

1* Assistance may be provided to individuals between 
ages 18 and 21 if they art regularly attending any type of 
school or are receiving vocational or technical training * 
Wisconsin stopped providing assistance to individuals 18 
and over in 1969, This reduces the number of individuals 
receiving assistance and program costs. 

2. Providing emergency asaistsnce to needy families 
with children as specified in the Souial Security Act is 
optional with the States, At one time, wiiconsin partici- 
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pated in the feder ally-supyor ted Emergency Assistanct Pro- 
gcam but withdrew from the program in Decimber 1975 becaust 
of a court decision holding that the scope of Wisconsin's 
progiram was too limi^ted* After withdrawing from the Federal 
proycam, Wiseonsin decided to continue its limited emergency 
aaaistanct program for eligible people who ate victims of 
fire, floods or natural disasters with its own funds* Since .. 
Hiaconsin now funds its own emergency assistance program, 
this reduces AFOC program costs, 

CHANGES IN WISCONSIN'S AFDC 
CASELQAD BETWEEN 196 6 ANfT976 

HEW statlstice show that the average monthly number of 
Wisconsin AFDC families increased between calendar years 1966 
and 1976 from 11,239 to 64,400, or an increase of about 473 
percent. The largest annual percentage increase (32 percent) 
occurred between 1970 and 1971 which a Wisconsin official 
said was due to poor economic conditions. Details of case- 
load growth are ihown in the following table. 



Annual i ncrease 



Cal find ar 
yaac 


nuniber of familita 


f amil ies 


Percent 


1966 


11,239 






1967 


13,733 


2,494 


22 


1968 


17,850 


4,117 


30 


1969 


21,325 


3,47S 


19 


1970 


23,742 


2,417 


11 


1971 


31,423 


7,681 


32 


1972 


39,339 


8,416 


27 


1973 


42,888 


3 ,049 


8 


1974 


47,600 


4,712 


H 


197S 


57,900 


10,300 


22 


1976 


64,400 


6,500 


11 


HEW figures for 


the Cicit 6 months of 1977 show that 


the 


average monthly 


numbef of AFDC families 


was about 69 


,300. 



A State official said that Wisconsin's AFDC caseload 
has grown because of various legislative^ social^ and eco-* 
nomic changes whiah have taken place during the last few 
years, Aocording to this offi^ial^ two major legislative 
program changes have contributed to the increased nuinber 
of AFDC families! (1) as previously stated^ the implemen- 
tation of the optional provision of assistance to children 
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whose fathers are untmployed and (2) as will be discuised 
in chapter 5^ the implementation of the fnandatory S30 and 
one^third ineomt disregard work inctntivt provision. 

Tht official also cited the following circumstanQes 
as probable causes for increases in Wiiconiin's total AFDC 
caseloads — (1) providing AFDC benefits to families with step- 
fathers in the home, (2) the increase in cactnt years in the 
number of unmarried mothers receiving aaiistanaa, and (3) the 
flilng unemployment rate in the State which has forQed people 
to look to welfare for support when theiE cgsourcas are used 
up. 



WISCONSIN AFDC R ECIPIENTS 
UNDER AGE IBs 197 2-76^ 

As requested^ we attempted to deterniine the percentage 
of Wisconsin's population under age 18 who were AFDC recip-- 
ients during 1972-76* Census information on rhe school-age 
population in Wisconsin was obtained frop the Dtpartment of 
Public Instruction and is considered by State ocficials to 
be the best availablf, Hov/eveei this data includsd chj^l^ren 
through age 19* The State compared the census data to statis- 
tics on recipients through age 17 obtained from its quality 
control random samplei of AFDC cases* The results are shown 
below . 



Census figures 

Year through" age 19 

1972 1,562,632 

1973 1,537,219 

1974 1,501,748, 

1975 1,485,771 

1976 1,450,513 



Quality control figures 

through age 17 Percent 

93,140 6 

96,043 . 6 

105,493 7 

116,515 . 8 

124,308 9 



As shown, the percentage of Wisconsin's school-age pop- 
ulation who were AFDC recipients Increastd about 3 percent 
between 1972 and 1976. The percentage may be somewhat under- 
stated because the census figures include 19-year olds. Sta- 
tistics obtained from a 1977 Congressional Reiearch Service 
oaper on current welfare program data showed that 9.67 per- 
cent of Wisconsin's children under age 18 were AFDC recipients 
in July 1976. 
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CHANGES IN THE NATIONAL Apdc 
CASELOAD BETWSSr ' TWf AND 197 6 

APDC fam'-lies'nltjfn^.^r -^^^ the avtragt monchly number of 
tQtffi I*, iff nationwide inccaased between caltndaf years 
ibfu/?f«"^® 1'087,532 to 3,363, 500, or af Inc^lase of 

waS""e fifth Hilti^i increase m its APDC castload, which 
Dlstrlr'- i5 r^? ^J^" peEcentage increase of the States, the 
Districu of CQlunibia, and the tecritoties. (See app. l.) 

. "^bec oC APDC fafflilies nationwide each month tends 

fLlld\u^"^""f ^"^ ever-ohanging figure because it is af- 
fected by complex variables which wolk together in different 
cJXm„-° ^ftt the subsequent caseload trends sJ^ce t^e fn^ 
?!L IJowth^J^^S*'"' ^""^ "s^load has conUnuefto 

S^fSia J*^®.9f°^th rate, however, has fluctuated, being more 
sttble^during some time periods and more erratic during " 

has resulterfJom'^l!"f5 °^ nationwide APDC caseload 

"suited from several factors over the years such as- 
(1) demographic changes-ehild population increaalirmobil ity 

changes-arising stand^ds oe ^' 
lnL2f ^"^ unemployment rates, (3) sociolo|ical changes-- 
incceasing teenage marriages and more broken homes, Ind (4) 
administrative, judicial, and legislative program changes. 

One of the major contributors to the increase in the 
naUontl AFDC caseload during the last decade was tSe imple- 
mentation of tne Itgislatively mandated income disrelard 
provision which requires the States to disregard thf first 
130 plus one-third of the remainder of recipients' monthly 

determining the amount of assistance that a 
t^i^ li.^ earnings would receive. The provision wSf in- 
tended to function as a work incentive. However, it has 
Ji^°n'"f" families to continue to receive assistance in 
eases that nornially would have been closed because of hloher 
incomes A related factor, the legislatively mandated dis- 
regard of reasonable work-related expenses from earned i^Iome 

thl^L!.??'n"i"'"^'^^ has also cont ibuteS to 

the sustained caseload and assistance cost i.icreases These 
factors are discussed more fully in chapter g^*"®^' ^^^^^ 



35 




i 

CHAPTER 5 



EFFECTIVENESS OF THE AFDC PROGRAM 



rNCOME DISREGARD _ PROVISIONS 



The Aid to Families with Deperident Childcen pcogcam is 
one of Mvecal assistance programs which havt some type of 
work incentives to stiraulate ceciplent eitiployment . Since for 
ncictlcal Bucposts in the AFDC pcogcam, work incentives refer 
to inconie discegacds» they ace used intecchangably in this 
ceport, 

A number of studies of the impact of the APDC incQrae dis- 
regacd provisioris on recipient work rtsponse pcovlde some evi- 
dence that recipient employitiint rates in the areas stuaied did 
increase as a result of these provisions. However, the studies 
also found that recipients did not work themselves off the wel- 
fars rolls, the major intent of the incentive provisions, which 
resulted in Increased caseloads and pcogram costs. 

Our samples of wocking AFDC recipients in Califocnla and 
Wisconsin show essentially the same result. The AFDC pcogram 
income discegards are not achieving the major intended purpose 
as envisioned by the t 'ngcess in either State. 

The wsaknesses of the cacrent AFDC income disregards have 
been widely recognized. Some 17 bills, which in pact would 
change these provisions, have bean introduced in the 95th Con- 
Qcess, but final action had not been taken on any off them as 
of Hay 1978- We tested the effect of the provisions of one, 
the preiidBnfs welfare reform proposal, on selected AFDC cases 
in Califocnla and Wisconsin and found that welfare grants 
would generally be reduced or eliminated. 

ENACTMEMT. OF AFDC 

In the Public Welfare Amendments of 1962 (Public Law 
87-543) , the Congress enacted sevecal provisions designed 
to help reverse -the- increasing AFDC caseload trends by en- 
couraging employment activity among AFDC recipients. By 
authorizing a wide tfhge of social secvices and training, 
the congress attempted to help families achieve self-support 
or ielf-care and to maintain and strengthen family life. 
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In addition* the 1962 amendnients provided that eCfec- 
tive July 1^ 1963^ any ©Kpenses reasonably at tr ibu table to 
the earning of income had to be considered in all States 
when determining need and the amount of the assistance pay- 
ment for a working welfara reaipient. This did reduce some 
of the finaneial burden placed on a working rtcipient, but 
after the reaipiant'a inaome was reduced to consider reason-' 
able work-ralated expenses, the remaining income was applied 
dollar for dollar against the welfare grant. 

By 1967 # the Congress becam# extremaly concerned with 
the rapidly Increasing numbers of people on the welfare 
rolls^ the increasing costs to the taxpayers assoQiated 
with this caseload growth, and the fact that more fan ilies 
had not achieved independenee and ael f -^suppor t since the 
enactment of the 1962 amendments* Therefore the Congress 
believed that further and more definitive action was needed. 

The Social Security Amendments of 1967 (Public Law 90-^ 
248) were enacted with the firm intent of reducing the AFDC 
rolli by restoring more families to employment and self- 
reliance, thus reducing the Ped#?ral financial involvement 
in the pirogram. The changes included a requirement that 
all States have an earnings exemption to provide incentives 
for work by AFDC recipients, allowing recipients for the 
tirat time to keep a portion of their earned Income* This 
provision, effective July 1, 1969, requires that the first 
530 a month of the total earnings of a child who is not a 
full or part-time student and of any other individual in 
the house whose needs are considered in determining the AFDC 
grant, plus one-^third of the remainder of such monthly earn-- 
ingSr must be disregarded in computing the grant amount* ^n 
additie , the work-related expense deduction established by 
the 196 amendments was* continued , 

The Congress believed that the key element needed in a 
program of work and training foe assistance recipients was 
an incentive to take employment and to increase their earnings 
to a point where they become self-supporting* If all ehe 
earnings of AFDC recipients are deducted from their assistance 
payments, they have no gain for their effort. Before imple- 
mentation of the Income disregard provision, AFDC recipients 
In many States had the amounts of their wages directly applied 
against their welfare grants, reducing them dollar for dollar* 

The intent of the Congress in establishing the income 
disregard provision was two-folds 
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1* To sreatt an inceritive which would encourage AFDC 
recipients to obtain employment and incraase their 
earnings . 

« 

2. To reduce the hfDC castloads and related costs as 
the iubstquent increases in AFDC recipient employ- . 
' ment and earn ings ibecarne aubatantial enough for 
them to bacoma seljf'^sufi f icient and ielf^supporting , 

RESULTS OF STUDIES ON THE IMPACT 
OF THE INCOME DISREGARD PROVISIQNS 

To assess^ to tht eKtint possible^ whether the income 
disregard proviaiona have met the inttnt of the Congress i we 
reviewed five studies which had the objective of measuring 
the impact of the income disregard provisions on the work 
responie of AFDC recipients. We selected these studies after 
discussioni with an -HEW official knowledgable on this isiue 
ana cons ider ation o f^informat ion obtained through a litera'- 
tyre search of the issue. Although other studies exist which 
addreis this isaue to some degree? the five studies chosen 
for review were deemed to be the most comprehensive and sig^ 
nificant which dealt directly with the impact of the income 
disregard provisions. The studies reviewed werei 

1. A Study of the Inipact of the Income Disregard: Final 
Report* prepared by tntirStudyi November 1975, 

2, Effects of & Financial incentive on AFDC Employmenti 
Michigan's ExpefiinCi between July 1969 and July 1970, 
Prepared by Gary Louis Appel , Ph*D,^ March 1972* 

3* t^elfare Work Incen tives--The Earnings Exemption and 
Its Impact upon AFDC Employment, E&LninqB, and Pro-- 
gram Costs* Prepared by Vernon K* Smithf Michigan 
Department of Social Services/ 1974, 

4. The Effects of Changes in the AFDC Program on Effec- 
tive Benefit Reduction Rates and the Probability of 
Working. Prepared by Douglas L* Bendt ^ Mathematica , 
Inc./ Policy Studies Groups August 5, 197S, 

5* Effects off the Earnings Exemption Provision upon the 
Work Response of AFDC Recipients, prepared by Na- 
tional Analysts^ Inc,, Hay 1972, 

Studies 1, 4, and 5 were funded by HEK* Thw others had no 
Federal funds. 
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A detailed tvaluation of th€S# studies was not ncssible 
due to time constraints and their sheer volume, Accocdinaly, 
we concentrated our review on the methodological data pre- 
sented in the studtes in relation to the findings and did 
not attempt to obtain the original raw data used by the re- 
saarcheci, (See app* IX for a summary of each study.) 

Study cQngluaions 

Three of the five studits reviewed concluded that em- 
ployment ratei among ^FDC reciplanti did increase in the 
study areas during the periods studigd, thereby aocomplishing 
one intent of tht income disregard proviiions as enviiioned 
by the Cgngress, These studies stated that the increases in 
AFDC recipient employment rates which occurred seeit^ed to be 
due, in varying degrees, to the effects of the inconne disre- 
gard provisions. The fourth study offered only weak support 
for the hypothesis that the proportion of wockina AFDC moth- 
ers increased during the study period. Some States included 
m this study showed consistent and sianificant increases, 
while other States showed decreases. The fifth sbudv, which 
concentracid on AFDC recipients' awareness of the income dis- 
regard provisions, found that employment rates significantly 
increased in only 1 of the 12 areas studied during the study 
period. 

Three studies found that the average monthly earnings of 
some of the employed AFDC recipients increased during the re- 
speutive study periods, although the increases could not be 
directly related to the work incentive provisions in all cases. 
The other two studies did not specificilly address changes in 
recipients' average monuhly earnings* 

Despite some increases in employment, all the itudies 
basically came to the same general conclusion that the income 
disregard provisions did not succeed in causing welfare recip- 
ients to become so sal f-suf?icien t and self-supporting that 
they were able to terminate from welcare* That is, the provi- 
sions did not result in reducing AFDC caseloads and costs, the 
major intent as envisioned by the Congress. There was an in- 
crease in the level of income which a recipient could earn and 
still maintain eligibility tor AFDC. Therefore, it was more 
difficult and unlikely for an AFDC recipient to work his or 
her way off welfare. 



Stuay lim itations 

P '^^^^^ ceviiwed we noted limiting factors. Some 

limiting factors were the siit of the AFDC ooDuIations 
studied, time periods covered Uuce to assess reclpienti* 
attitudes and awareness conct^'ning the work incentive provi- 
mions, and limitations in the data used* However, none of 
tha individual study limitations cast serious doubt on the 
validity of the overall conclusion that, in the areas itudied , 
tile income disrigard proyiiigns did not reduce welfare case- 
loads and costs as inttnded by the Congress • 



We believa differences among State AFDC orogeam opera- 
tions make it difficuit to generalize the re.^ults of these 
studies to the Nation as a whole. Each State's ddminisrra- 
tive practices, benet t, levels , employment opportunities, 
treatment of worlc--related expenses to some extent, and over- 
all welfare philosophies differ. Also, it has been shown 
that activities in 'individual counties within a State can 
differ. Further, APDC recipient attitudes toward work are 
difficult to measure accarately in t- complex environment. 

Besides reviewing these studies, we obtained direct 
evidence of the income dijceoard pravisions' Impacts by 
making limited reviews in California and Wisconsin. By se- 
lecting and examining recent cases of working AFDG reoipi- 
tnts in one county in each State and by analysing available 
broad-based caseload data in each State (discussed on the 
following pages), conclude that the income disregard pro- 
visions' of the AFDC program are not fully achieving the ir 
purposes in either State, We have no reason to believe that 
the tesults of a comprehensive review of this subject in 
either State would be significantly different from the re- 
suits indicated by our tests, which are similar tu those' 
reported by the studies we reviewed, 

EFFECT OF INCOME DISREGARDS 
ON CALrrORNIA '5 "AfPC ^RgGRAM 

Eaied on a statewide random sample conducted by Gali- 
fornia of its AFDC-Family Group cases receiving assistance 
in July 1976, the results of which were projected statewide, 
59,373 of the 412,310 total AFDC-Family Group cases (14.4 ' 
parcent) had some earned income in July 1976, Of the cases 
with earned income, lout 77 percent tarned less than 5500 
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during the month. However, Ii247 casss^ or about 2 percent, 
had earned incofnes off SSOO or more durLng this month. 

To determine how recipients with earningi of $800 or 
mort per month could coatinui to receiv^e AFDC assistance, we 
obtained from an AFDC office in Contra Costa County a list 
□ f 32 caoes which had ni©nthly incomes ranging crom 5800 to 
$1^694 , We cavlewed tlie gilei of five of chese cases to de- 
termine how this situation could occur. The following table 
shows the monthLy incor^e, the Income disregards applied, and 
the grant amounti a^^ard&d 6or the five oases* 

hfr)Q Casgi with Substantial inconies 





(1) 


(2) (3) (4) 
IncOnia dLireqards 


(5) 


(6) 


(7) 


Case 


Monthly 

income 


1304 
1/3 


Work- 
ce lated 


Total 
{ 2)+(3) 


Max . 
qtant 


Income 
not dis- 
regarded 
Xlj-(4) 


Grant 
awa rded 
( 5)-(6 ) 


1 


31 , 589 


5349 


? 8L9 


$1,368 


S423 


S221 


5202 


2 


1,513 


524 


1, 01.8 


1,542 


356 


0 


35S 


3 


925 


329 


5L1 


840 


356 


86 


270 


4 


1,156 


405 


238 


643 


543 


513 


30 


5 


835 


298 


3L6 


614 


356 


221 


135 



Based on our review of the above cases^ it appears that 
the disragard for vsrock-celated expenses was an important £ac- 
tor in allowing recipiefits to continue receiving grants. For 
example, in caie #2, "the recipient's $1,018 in work-relattd 
expenses was the primary ceason *she was able to disregard all 
of her $l.bl3 income and still receive a full 5356 grant for 
herself and hmt two children* Her work-related eKpenses con- 
siited of (1) unio^ dues, social security, and State and Fed- 
eral tax deductions totaling $439, (2) transportation expense 
of $359 1/, and (3) child care expensGs of f220. 



1/Computed based art a commute of 126 miles a day at 15 cents 
^ per mile ffot 19 flails. 
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ErFECt or IN COME DI SREGARDS 

orwTscONS m ' s af dc_ ppggram 



According to a State official^ Wisconsin does not main- 
tain statewide statistics on cne numbec of AFDC ctcipients 
with earned income. Howtver, the official said than, based 

statistics obtained ducing the AFDC quality conttol re- 
viev^s in Wiscensin^ the pefcentag^ of ctcipients with earned 
income ranges from 23 to 28 peccerit of the total caseloadi 
with the average being around 25 percent* 

In addition^ information obtained for November 1977 
through Wisconsin's computer repocting network/ whose data 
base aontainid 4? 371 caets Crom Wood/ Kenosha, and Dane 
Couriti%d^ showed that 1 ,324 oc 30»3 percent of the caies 
had earned income. Of these/ 17 had incQmes between 11/000 
and $1/253 per month and 1 had an income of $1/788 tor the 
month. If this is an adequate sample to be projected state- 
wide (State officials iadiaated that this has not yet been 
yrerifiid), 200 to 215 AFDC familiis in Wipconsin would have 
Inconiei between 51 , 000 and $1 ,253 a month* 

To obtain more inf o cnia tion on the*eSfects of income 
disregards on Wisconsin's AFDC cases/ we obtained estimates 
prepared by Milwaultee County of its July 1977 AFDC cases 
having earned income from wages (projection based on June 
1977 actual data). The distribution of the casas ror this 
pirtod was as followsi 



Total caseload 
Cases with wage income 

$ 1 - S 99 

100 - 199 

20O - 299 

300 - 399 

400 - 499 

500 - 599 
• SOQ - 699 

700 - 799 

800 - 899 

900 - 999 a/ 

£/Due to computer pcograni design, cases with earnings over 
S999 per month are counted in this distribution. 
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Number of 



cassi percent 



22,326 100.0 

4 ,56_9 20.5 * 100 .0 

182 4.0 

407 ■■ 8.9 

556 12.2 

740 16.2 

1,027 22.5 

80O 17.5 

511 11.2 

229 5.0 

78 1.7 

39 .8 



A§ indicated, 20. S peecent of the total countv cas"load had 
eacned inccme from wages. of the cases with earned incnme, 
63.8 parcant eacned lesa than S5O0 Eoc the month, 33.7 Dec- 
cent earned between $5,00 and S800, and 2. S percent earned 
9800 or rnort. 

We then ce^fimwed 16 case Eilas for families having 
earned Lncome who i^era also receiving AFDC assistance durina 
August 1977 as eollowss 5 cises with earned income greater' 
than §900, 3 cases with aarned income between 1800 and $899 

"^^^^ income in each |loo strata ranging from 90 ' 
to 1799. We reviewed August cases because in July 1977 the 
State's work-related expense deduction percentage was changed 
from a Elat 21 peccant to 18 percent o£ oross inooftia. Since 
the 18 percent vock-expense deduction did not become eEfee-. 
tive in Milwaukse County until August 1977, we believed that 
the August caseload would he more r epr esantative of the cur- 
rent situation in the_Gounty and would still be close enough 
to the overall statisucal data obtained for July 1977. 

The results of the caaas reviewed are presented in the 
followLng table. 
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Work-rilated 



Years on 

Cass AFDC/yeaci Monthly $30 + 1/3 
no, working earninga exemption 



16^ 

$105 
182 
168 
163 
a/208 
*^ 152 
151 
150 
142 
b/138 
" 91 
90 
61 
3? 
18 
14 



Avera ges Cor the 16 cases ; 
7,7/4.2 

a/Itemi2td taxes which exceided 18 percent of gcoss earnings. 

b/Equals 21 percent oE gross earnings because client was not timily notifie 
" July 1977 policy change to 18 percent. 



1 


U/6 


$1,029 


?363 


2 


4/4 


1,013 


358 


3 


8/4 


935 


332 


4 


?/5 


909 


323 


5 


8/5 


905 


322 


£ 


6/4 


844 


301 


7 


5/4 


837 


299 


8 


19/10 


836 


299 


9 


9/4 


788 


283 


10 


1/6 


656 


238 


U 


5/4 


508 


1B9 


12 


5/5 


c/500 


187 


13 


1/1 


" 339 


133 


14 


14/1 


203 


88 


15 


10/1 


100 


53 


16 


a/3 


80 


47 















Child 


Total 


Family Maxlinuni ejieiupt 


Grant 


care 


exeii!['t ioi 


1 size 


grant 


inconie 


award 


$352 


?900 


5 


1508 


$129 


$379 


216 


816 


3 


371 


197 


174 




500 


8 


631 


435 


196 


100 


586 


6 


549 

1 1 e 

J J, J 


323 


-^--226 


1 1 T 


U*i J 




262 


53 
117 


in 


590 


3 


371 


254 


226 


676 


3 


371 


161 


210 




449 


4 


442 


387 


55 


81 


506 


3 


371 


282 


B9 


231 


607 


5 


508 


48 


460 


100 


380 


2 


315 


128 


187 


167 


444 


3 


371 


56 


315 




194 

125 


3 
2 


3/1 

315 


145 
18 


226 
23? 




71 


3 


371 


29 


342 




61 


3 


371 


19 


352 



d of 



c/Rounded up ffom 1499.91, 



XPhc '".5^* ^^'fi 15 cases remained on th* 

M^h.2e had monthly earninga. Case 

a shows that evan though the family had earn^nqs If Si 02I 
for the month of August 1 977 , sgoo a? percenl of this L- 

the wo?r?fff?f/"" "° ^-^^ one-third LlSp io^ 

feqLdS ?hfrr expsnse dec^uction. Because of the dis- 

As an additional analysis, we appliad the current APnr 
;ff\'""?^'''* provisions to earned income in wfsconsin 

fc^i^if I percent of monthly earned income. The Collowir c 

oufcalcura4on "IS""" °' allowable child care cas^s ' 

Monthly child ^"r^^. ^nS"™* 

care costs - ! u/'°'' ^""^ 



Annua I Iv 



5_ 949.25 $11,391 



00 



200 ■ 1,154.72 13,856.58 

3SS 1,360.18 16,322.17 

lot -U56S.S5 18, 787.76 

1,771.12 21,253.34 

incon.e''l?J^^ = ^^"^ Milwaukee County personnel said that the 
income disregard provisions have not been successful in re- 

awaJe'oPtifr?'^ '^'^ Sta?e llliciais ar. 

to the vork in^i'^'f " indicated that other alternatives 

sin Chi^h ^ ?S h^J^® Pcoblem ace being considered in Wiseon- 
woJld hflo^^i^i f "^'^ Pfogr.m needs and^ 

derails! -^""P^^'i^ program administration, but provided no 

iiEGtSLAriON PROPOSED TO 

Ju^ wiaknesses of current AfDC income disregard provi= 
sioni have been recognized by program officials and by the 

comrife; ^'^i^h P^^t Change the in^ 

introduced in the 95th 

S of 1978 ^"i' °f 
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1 

I 

1 
I 

To determine the effect of the provisions of one of 
thts0 proposals on welfare grants, w© selected the provi-- 
sions of the President's welfare reform proposal and apolied 
them to selected cases in California and Wisconsin. This 
proposal, entitled thm ^**Better Jobs and tncome Act'' (H*R. 
9030 and 2084 ) ^ was introduced on September 12^ 1977 ^ to 
consolidate three existing Federal welfare programs— AFDCi 
Supplemental Security Income^ and Food Stamps—into one cash 
asiiitance progcarn and to |providt for public service jobs if 
pcivate ones could not be , found* Current income disregard 
provijloni would be replaced by a comprehensive program re- 
quirijig that able-bodied recipients work and providing new 
financial work ineentlvta* 1/ 

The proposed income disregards vary as described below' 2/ 
For family units expected to wo^k 

^*a basic monthly disregard of 5316.67 (however^ there 
is an offsetting grant reduction of $158.34); 

^^chlld ctre costs for family units with children under 
age 14, limited to SISO a child per month and 5300 a 
faniily unit per monthi and 

^^50 percent of earned income in excess of the basic 
disregard and child care costs described above. 

For family units not eKpected to work 

— child care costs as described above and 



l^/Sasieally / work wQuld be required of able-bodied recipients 
who do not have to care for dapendents. por example/ the 
atdult in a single-^parent family with a child under age 7 
would not be requtred to work, whereas an adult in a single- 
parent family with no dependents under age 7 would have to 
cegtater for and accept work or training if it were avail- 
able to avoid a grant reduction, 

^/Theaa are the disregards for recipients rt^:eiving Federal 
benifits only. In states which iupplement Federal benefitSi 
recipients' grants may be reduced by increased percentages 
of earned income^'^by not more than 70 cents on the dollar 
Cor those not expected to work and not more than S2 centi 
on the dollar for those expected to work. 
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—50 pereent of earned income in excsss of child care 
costs. 

To determine the potential impact of the welfare reforni 
income disregacdSf we applied them to the five substantial 
inoome casei we reviewed in Contra Costa County^ Califocnia. 
In our anaiyiis, ^^e asiumed that (1) the l-month income umd . 
as a basie for commuting current income disregards would be 
the avgtage for the propoied 6-month retrospective accounting 
period, (2) the State would supplement the proposed Federal 
benaCit levels to current APDC grant levels", and (3) the 
State would allow a SO percent iricome disregard rate, 
found that none of the cases would receive grants under the 
P^^^w'-^^ ^oo^ iiiwomw cnCu, Tii« liTiina L iQn ql work'* 

related expenses as a disregard was a significant factor in 
eliminating the grant awards. 

We also applied the welfare raforrn income disregard 
provision to 26 other current Contra Costa County AFDC cases 
which generally had more niodcrate monthly incomes^-an average 
of $S40t As a result, recipient grants were reduced in 21 
cases, eliminated in 4, and remained the same in 1, The 26 
grants were reduced an average of 183 each* In the nine 
cases where the grant was reduced by $100 or more, the aver^ 
age gross income was $76 more and work-related expenses were 
597 higher than the average. 

In addition to eliminating the granti to AFDC recipients 
with substantial incomes, it appears that the proposed welfiare 
reform legislation wQuld reduce the grants of those with moct 
moderate incomes. Further, the reduction in grants would be 
greater for those recipients who claim higher work-related 
eKpensei * 

^'e also applied the welfare reform income disregards to 
the 16 cases selected in Milwaukee County, Wisconsin, under 
the same assumptions used for the California cases* As a 
result, recipient grants were reduced by about 524 to S311 
in IS cases, and eliminated in 1 case. As in the California 
cases, the elimination of work-^related expenses as a disregard 
was a significant factor in elimiriating the grant award in the 
one case * 

As can be seen, recipients have legally remained on wel- 
fare while earning substantial incomes , largely because of 
the combined effect of these two income disregard provisions. 
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APPENDIX I 



APPENDIX I 



CHANGES IN WISCONSIN'S AFDC CASELOAD 
BETWEEN CALENPAB YEARS 1966 AND 1976 
COMPARED WITH_ ALL OTHER JURISPICTIQNS 



(1) 



(4 



Average 
monthly 
caseload 



Avtrage 
mon thiy 
caseload 



Inccease/ 
(decrease] 



Jur isd idt ion 

Hew Hainpshire 
South Carolina 
District of 

Coliimbia 
Guani 

WISCONSIN 
Miehigan 
V irg in ia 
Ind iana 
Oregon 
Haw^aii 
Ve^mon t 
Nev^ Jersey 
Texas 
Geo eg ia 
Arkanias 
111 inois 
Ohio 

Masiachuse tts 

Maine 

Nevada 

Delaware 

Washington 

Virgin Islands 

Hissour i 

Pennsylvania 

Tennessee 

Connec tiout 

Maryland 

Kansas 

Alabama 

Kentucky 

HinneiO ta 



Percentage 
inqreaae/ 
(decrease) 
11 



or 1966 


for 1976 


(2) - ill 


(3) 


1,214 


8,600 


7,386 


608 


6,667 


45,200 


38, 533 


578 


4,757 


31,200 


26, 443 


556 


148 


900 


752 


508 


11,239 


64,400 


53,161 


473 


37,881 


208,100 


170, 219 


449 


11 , 271 


59,300 


48,029 


426 


11|239 


57,900 


46,661 ■ 


415 


8,386 


40,400 


32, 014 


382 


3,525 


16 , 600 


13,075 


3?1 


1,531 


7,200 


5,669 


370 


29,043 


136,100 


107, 037 


369 


21,799 


102,000 


80,201 


368 


21,097 


94,100 


73, 003 


346 


7,650 


33', 600 


25, 950 


339 


53,189 


229,300 


176,111 


331 


44,867 


189,800 


144, 93:3 


323 


27,638 


116,400 


88, 162 


321 


5^1S8 


19,900 


14,742 


286 


1,379 


S ,000 


3,621 


262 


2,903 


10,200 


7,297 


251 


14,159 


49,300 


35,141 


248 


321 


l,iOQ 


779 


243 


25,999 


88,800 


62,801 


242 


58,121 


198 ,000 


139,879 


241 


20,573 


68,600 


48, 027 


233 


12,913 


42,500 


29,587 


229 


21,973 


72,300 


SO, 327 


229 


8,357 


26,500 


18,143 


217 


17,179 


33,000 


35,821 


208 


21,228 


65,500 


44,272 


J08 


14,461 


44,600 


30,139 


208 
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APPENDIX ^ 
I 







( 2 ) 




(4 ) 




Av ^ r ^ 


A U s ^ a a 
r\ * K L S y S 




Percen tag 




ft'iori t h 1 \^ 




increass/ 


inc reast/ 


iJurisdictiQn 






( decrease ) 


{ decrease 




cur i y / 0 


f ^ S / 1 \ 

\Al ( 1 ) 


( J ) T ( I ) 


Montana 


<( # V ^ ^ 


linn 


4 f J J. D 




Al 3S k B. 

S 4 ^ f\ b4 


-L r w w p 






199 


Ca 1 i f o rnia 


159 f 706 


d fi^ inn 

*s o © ^ i U U 


■ins Q i! 
^ U 3 , J 3 *4 


19 3 


lo 


4 4. f U Q 3^ 


'a f n n n 
>^ 4 f u y u 




lo 0 




^ r AD ^ 


1 fi r' n 
J. / f U u u 


10/74 3 


172 


Lq u is iann 


^ T f u y *t 


6*7 n n n 
V / y y u u 


% ^ , J i Q 


171 


Niw York 


1 4 0 * 064 


T 7 T n n n 


^ J 4 , 7 J D 


ice 
166 


North CarCil ina 




Q 3 n r\ 
0 o ^ o u u 


J *> Q n Q 


s ^ ^ 
165 


Missis^! nri i 


^ W f Q ^ J 




J 4 # i 0 / 


left 
159 


Coloc ^do 


^ ^ f -J w w 




1 Q inn 


ICO 

15 8 




2f 601 


6/. 700 


4-099 


J- ^ 0 


South Dakota 


^ ^ /r 


8,300 


5,038 


154 


Nebraska 


4,646 ' 


11, 600 


6,954 


150 


Flor Ida 


31 ,823 


78, 500 


46,677 


147 


New Mexico 


7 ,600 


13,400 


10 ,800 


142 


Utah 


5,500 


12, SOO 


7,100 


129 


North Dakota 


2,036 


4, 600 


2,564 


125 


Wyoming 


1,125 


2, 400 


1,275 


113 


Af iiona 


9,665 


1^,200 


9,535 


99 


Oklahonia 


19,770 


?B,000 


8,230 


42 


West Virginia 


21,906 


21,800 


(106) 


( .5) 


Puecto Rieo 


45,134 


43. 900 


(1/234) 


(3) 



Avefage-all 1,087,332 3,563,500 2,475,968 



228 
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APPENDIX II APPENDIX II 

1 

COHPARISOM OF 





wiscoNsiir s 


CHILD SUPPORT COLLECTIONS 








V^tW OTHER 


. STATES IN HEW REGION V 






AFpC 


dollar collections fiscal year 1977 




State 


Rank 
(note 4 


First 
) quarter 


Second Third Fourth 
auarter auactec quactec 
— — ( thouaanda ) ■ — ■ 


Total 


Michigan 


1 


? J, % f 0 


116,027 $17,119 b/$17,00O 


564 , 362 


Oh ID 


7 


A Q A fit 


3,939 5,643 4,942 


19, 470 


Wisconsin 


8 




4,237 5,278 5,554 


19, 382 


Vl i ^ ^ ^ F\ ^ Si 


10 


7 1 2 


2,956 2,778 2,917 


11, 233 


Xnd Isn a 


13 




1,887 2,130 2,047 


7,821 


11 1 Ino Is 


14 


1, 542 
Number of 


1,857 2,241 2,134 
AFDC cases collected on 


7,784 






First 
duartec 


Second Third 
qua T ter quae ter 


Fourth 
auarter 


Michigan 




54, ISO 


54,160 56,769 b/56,00a 


Ohio 




56, 561 


33,092 32,333 


47,227 


Wi scons in 




14,467 


13',522 14 ,263 


17,444 


Mlnneio ta 




12, 163 


14,723 14,804 


16,059 


Indiana 




(c) 


{c) (c) 


(c) 


Illinois 




, 18,000 


b/18,600 22,300 b/21,200 
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APPENDIX II 



a/National ranking by' total ATDC child iuppoct colleGtions. 
b/Estlmate , 

c/Inf ©cmation not availabl^j, 

GAO note; Because the HEV? statistics did not show the total 
nuflibar of ehild support orders and their dollar 
amounts outotanding as of fiscal year 1977, a 
State's QOllection performance cannot be evaluated* 

Sources HEK's D££lce of Child Suppoirt Enf grcenienit 
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APPENDXK III APPENDIX |iri 

\ 
I 

HI SCONS IN PAR ENT L OCATOR SERVI CE - 
^JUMBEB OF RECtJSSTS RECEIVED 
FROM CQUNTISS A^D OTHER STATES 
BY MONTH FOR. 1976 AND 1977 



Month 


1976 


1977 


January 


324 


45C 


Februaicy 


581 


685 


March 


362 


497 


Apr ii 


1 380 


251 


May 


^- 483 


235 


June 


328 


462 


July 


4 02 


324 


August 


393 


324 


septembtr 


369 


214 


October 


437 


246 


November 


569 


286 


DeQember 


523 


293 


Total 


5,151 


4,267 



GAO note: Wisconsin sent 236 requests to the Fedecal Paran 
Locator Service in 1976 and 2,908 in 1977. 
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APPENDIX IV 



APDC CASES WITH EEROI^S 



AS A PERCEMT OF TOTAL CASES 



JANUARY-JUNE 19 77 



Pi r cent 







Total cases 








iank 




with errors 


Inel ig ibis 


Overpaid 


Dnderpa 


>te a ) 


Jur isd iction 


(note b) 


cases 


casts 


cases 


1 


Nevada 


1*3 




1, 2 




n 


No* Dukoti 


3-7 


* 6 


2, 5 


, 6 


3 


Ind iana 


6.9 


. 9 


4. 5 


1,5 


4 


rexas 


11.1 


3. 9 


6, 4 


, 9 


5 


Oklahoma 


12*3 


2. 9 


6,3 


3 , 1 


6 


West Virginia 


12,6 


3. 2 


7, 4 


2 * 0 


7 


Utah 


13,0 


1*6 


7, 2 


4,2 


8 


Cal ifocn ia 


13*9 


1.2 


8, 4 


4 , 2 


9 


Colorado 


13*9 


2.1 


8, 5 


3 . 3 


10 


Ken tueky 


14.5 


4. 8 


7, 7 


2,0 


11 


New Mexico 


14.7 


2. 7 


5*9 


6,0 


12 


Washing ton 


14*9 


4, 8 


7, 2 


2.9 


13 


Floclda 


15.4 


4. 4 


8,7 


2,2 


14 


Alabaitia 


15*9 


4. 9 


6, 1 


4,9 


15 


Connecticut 


16.7 


4. 9 


7,4 


4.4 


16 


Lou ii iana 


16*3 


5* 5 


8, 6 


2,7 


17 


So* Dakota 


17.0 


2. 0 


12, 4 


2,6 


18 


Minneio ta 


17.2 


3 * 6 


9 , 0 


-. o 


19 


Tennessee 


17.3 


6. 3 


.,0 


4.0 


20 


WISCONSIN 


17.7 


2. 6 


10,6 


4.3 


21 


Ohio 


18*5 


7.8 


8,8 


2.0 


22 


Nebraska 


18.6 


5* 6 


7, 6 


5.3 


23 


khode Island 


19.9 


. 5. 6 


8,6 


4.7 


24 


Wyonting 


19.2 


6*4 


10, 4 


2.4 


25 


Georgia 


19.3 


7.9 


8,7 


2.7 


26 


Idaho 


If. 3 


1. 7 


14,2 


3.4 


27 


Virgin lalands 19*3 


6.0 


8,7 


4.7 


28 


Kansas 


19.5 


5.1 


10,8 


3.7 


29 


Missiisippi 


IS. 7 


6.8 


8,2 


4.7 


ao 


Virginia 


19.7 


4, 


11, 5 


4.0 


31 


Miisour i 


20.1 


5 . 


10*7 


3.S 


32 


Arkansas 


21.4 


6. 8 


9,3 


S.3 


33 


Maw Jereey 


21.9 


3,1 


14,3 


4.5 


34 


So * Carol ina 


22.0 


4,4 


12*5 


5.1 


35 


No , Carol ina 


22.1 


3.5 


13.4 


5.3 


36 


New Hsmpshire 


24, 4 


3,9 


15,3 


5.1 



APPENDIX IV APPENDIX IV 

i 
I 



Percent 







Total case 








Rank 




with errors Ineligible 


Ov e r P a id 


u no s r va 


note a) 


Jur isd ic t ion 


( no t D 


cases 


cas es 


cases 


37 


Ma ine 


^ b • 4 




15.3 




38 


. Ar i2ona 


i b 1 3 


Q , * 


^ A "3 
14 t J 


i * b 


39 


P.uefto Rico 








3*1 


40 


Oregon 






lb , J 


£ O. 


41 


Iowa 


26.6 


5.1 




w « ^ 


42 


Massac huse tts 


27. 2 


8.4 


1 * f y 


^ Q 
J . O 


43 


Mun tana 


27.3 


5,2 


14 ,4 


7.8 


44 


Hiwhigan 


27. 7 


4,6 


16.2 


6.9 


45 


Delaware 


28.5 


6.5 


10,1 


9.9 


46 


Varmon t 


29, 9 


6.3 


14 .0 


9,6 


47 


Pennsy Ivan ia 


30.4 


6,0 


19.3 


5.r 


48 


Maryland 


31.7 


9.2 


14 .4 


8.0 


49 


Alaska 


32. 7 


13.4 


11 ,5 


7.8 


50 


Illinois ^ 


33. 6 


13.5 


17.-3 


2.8 


51 


Hawaii 


37. 2 


10. 0 


20 .7 


6.4 


52 


New York 


38. 9 


6.2 


20,3 


12.4 


53 


District of 












Columbia 


45.6 


11.7 


26 , 2 


7.8 




Avecdge^al 1 


22.9 




12.5^ 


5.0 


a/Hank 


ing based on percent of 


total cases 


with error 


5 



b/The total does not always equal the sum of the colunins 
due to rounding * 



Sources HEW's Social Security Administration ^ Office of 
Quality Assurance* 
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APPEKDtX V 



EBROMECUS P^yMSNTS AS A 
PERCE W OF TOTAL AFPC PAYMENTS 

jm.v'xm-aum 1977 



Payinents to ^ 
inellglbles and 

J^^nk Dverpayments Paymants to Ovar- Under- 

(note a) Jur Isdlctiori ( note b ) iritligibles payments paynierita 



1 


41 ^ V ^ W S 








* b 




2 




Q 




* / 




. 1 


3 


T nrf i a n i 

k h\J ^ ^ i i hi. 


1 Q 






i t i 


I 2 


4 


U tah 


^ « y 




m i 


X • 3 


• 6 


5 








1 n 
1 . U 


'5 e 

4 • 5 


. 6 


g 


i. u a w 








2 m 8 


, 4 


7 








it * J 


1 .8 


1 . 0 


3 


WIS J.^liWiHg 


^ - i 






4 • 0 


. 8 


9 










1 A 
A - 0 




10 


WISCObJSIbJ 


4.7 




3.1 


1.6 


.6 


11 


Colorado 


4.8 




1.5 


3.3 


.9 


12 


HebrasKa 


4.8 




2.9 


1.9 


1.0 


13 


So* Dakota 


S.3 




1.4 


3.9 


.6 


14 


Alabama 


5.4 




3.4 


2.0 


1.2 


15 


Minnesota 


5.8 




3.5 


2.3 


.6 


16 


Rhode Is' ani 


5.8 




3.7 


2.1 


.7 


17 


No . Carol iaa 


6.0 




2.6 


3.3 


1.1 


18 




S. 0 




3.4 


2-6 


.2 


19 


Connee ticut 


6.3 




4.3 


2.0 


,8 


20 


Oregon 


6.3 




2.0 


4-3 


.6 


21 


New Hampshira 


6.7 




3.7 


3,0 


,4 


22 


Virgin lilands 


■6.7 




3,6 


3.0 


1 .5 


23 


Flor ida 


7. 0 




4.3 


2.8 


.S 


24 


Washington 


7.1 




S.6 


1.5 


.4 


25 


New Jersey 


7. 2 




2.4 


4. 7 


.8 


26 


Tenneiset 


7.2 




5.2 


2.1 


1 .3 


27 


Kentucky 


7. 3 




4. 5 


2.8 


.1 


28 


Mississippi 


7.4 




4.5 


2.8 


1 .S 


29 


Virginia ' 


7. 6 




3. 9 


3.7 


1 .1 


30 


Kansas 


7. 7 




4.5 


3,2 


• S 


31 


So* Carolina 


7. 8 




3. 9 


4.0 


1.4 


32 


Wyoming 


7. 8 




4.6 


3.1 


.S 


33 


Iowa 


7. 9 




4.2 


3. 7 


.3 
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Rank 




(nQt& a) 


Jurisdiction 


34 


Louiiiana 


35 


Verntcnt 


3S 




37 


Puecto Rico 


38 


Misiour i 


39 


Michigan 


40 


Dolawar e 


41 


Pennsyl vania 


42 


Georgia 


43 


New York 


44 


OhiD 


45 


Maine 


4S 


ht isona 


47 


Hawa i i 


43 


iMary land 


49 


Ma^sachusette 


50 


Montana 


SL 


Alaska 


52 


District of 




Columbia 


53 


Illinois 



PeccQnt 

Paynients to 
intl igibles dnd 

oveirpaymen ts paymen ts to 



;nott b] 



inal igihlee payments payments 



7.9 


4.3 


3,6 


.7 


8.1 


5.3 


2. 9 


.7 




5.7 


3.4 


1.8 


9.3 


4.5 


4,8 


l.S 


9.S 


4.9 


4.6 


. S 


9. 6 


5.0 


4,6 


.8 


10.0 


6.7 


3.3 


1 .3 


10.4 


5.5 


4.8 


.5 


10, 5 


7.2 


3.3 


l.O 


10.5 


5.2 


5.4 


1.5 


10.6 


8.2 


2. 4 


,4. 


10.7 


6.5 


4.2 


.& 


10. 9 


7.1 


3.8 




11.3 


.7.9 


3.5 


t 5 


12.8 


9.5 


3.3 . 


2 ^ 5 


12.8 


8.4 


4.4 


.5 


13.3 


6.8 


6.6 




16.7 


12.3 


4.4 


1,& 


17.9 


9.1 


8.8 


1,5 


18,6 


12.0 


6.5 


• S 


8,6 


4.9 


3.7 


.9 



ALVer age^all 

a/Ranking based on percent of total paymentg to ineligibles and 
" overpaymints . * 

ie total does not always squal the sum of the columns due to 
rounding s 



Sourcts HEW's Social Security Administration, Office of Cuality 
Assurance , 
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AfPEKDIX VI APPENDIX Vt | 

I 

INFORMATION 0^ WISCOHSn'PS AFPC PROGRAM 

RECIPIENT ELIGISILirv 

The State Department of Health and Social Services has 
established the critecia and the process foe determifiing eli-- 
gibllity foe Aid to Families with Dependent Children. Each 
county' Qan, at its option, detjcmine tligibiJity based on tht 
applicant's statements if they seem credible or requitt veri- 
fication againit appltcant-suoplied documenti or information 
from other sources, state officials cQuld not identify which 
countits used which method. Under either method * the county 
a<33ncy usually has 30 days to process tfte application and 
either approve or deny aid. 

The Milwaukee County Board of Supervisocs pasied a r'e^ 
solution in 1973 requiring use of the verification method. 
An applicant must produce such documents as social security 
Qaris\ birth cer tif icate-s , marriage cect if ica tes / bank books, 
health insurance cards, m?ertgaga payment books, etc., to sup- 
port initial eligibility. Clients with eacned income are re- 
quired to submit earnings statements by the tenth of each 
■month. 

we sainpled 25 cases receiving assiftance as of August 
1377 in Milwaukee County and noted the files contained the 
required documents or had notations that they had been re- 
viewed. In one case where a bank account had been reported, 
the caseworker verified the balance. Clients with reported 
^earned income were submitting earnings statements as required 

Redd tecminat ions 

At least every 6 months after initially being determined 
eligible^ or when family circumstances change, each recipient 
must enmplete another application for aid: as part of the eli- 
gibility "redetermination" procees* The county agency pro- 
cesses this application in the same way as the initial one/ 
except that verification is limited to financial or other eli 
gibility factors which have changed since the last determina- 
tion, A recipient's moving to another county is one change 
that should trigger a r edeteTmination , 

Wisconsin law requires a caseworksf to visit an appli- 
cant's home as part off the original eligibility determination 
but not Cor redeterminations. Recent State legislation, how- 
tver ^ does reauire caseworkers to recertify in person the eli 
gibility of 10 percent of the recipients every 6 months. 
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County personnel analyze applications for both initial 
determinations and redeterminations to establish tligibility 
and financial need* The client's budgetablt Incomt (gross 
inQOme less diiragarded ineome) Is compared with an aisistanat 
or need standard based on eamily size to determine the grant 
amount* The need standard^ the amount considered necessary 
to cover the cost of essential items^ such as f ood ^ clothing^ 
shelter # and utilities, v^aries among counties^ For a ffaniily 
of four r Cor txample^ the current standard ranges from $478 
to $520 a months The maHimum AFDC grant in Wisconsin is lim^ 
ited to the State payment standard^ ::urrently 85 percent of 
its need standard. 



RECIPIENT OSLIGATIQNS AND RIGH TO 

Recipients must notify the county within 10 days of any 
change in circumstances which affCects their eligibility or 
grant amount* willful failure to report changGs constitutes 
fraud under State law* 

Applicants and rtcipiants have the right uO appeal any 
action which deniiS^ terminates^ or reducis a yskn'i. When 
the county agency takes such an action, th© psrscn must toe 
told the specific reasons and infornted his right to request 
a fair hearing* h recipient must be Motified of the action 
10 days before it btoomes effective* 

REDUCING ERRONEO US FAyMEHTS 

Erroneous payments are a major nationwide problem in 
the AFDC program. Some recipients ate ineligible; others 
get too much or too little. To combat the problem^ HEW re-- 
quires States to implenient a quality control system to 

"monitor and report on the eligibility of recipients 
and the corrtctness off payments and 

--^identify corrective actions needed to keep error rates 
at acceptable levels. 

The current; ^ruality QOntrol program, which began in 1973^ 
requires Statts to file seraiannual reports on the correct^ 
ness of payments and correctiye action plans with HEW, 
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The quality control progeam identifies errocs according 
to two features— responaibility and area of determination. 
Eccocs are considaeed to be the responsibilitv of clients 
when AfDC recipients or applicants provida incomplete or in- 
accurate infocmation or fail to notify their caseworkers of 
changed ciccumstances. Agency errocs reiulc from either the ' 
ageney's mlsapplicaUion of policy or iti failure to act 
pcomptla' on cllent-suppliea inforniatiori. Errors are also 
classified according to 4S aapects of determination, grouped 
under 5 cateyories— basic sligibllity r aquirtinents (e.g., 
family cornposition) , rasoucces, incofna , grant or need deter- 
mination, and other (e.g., computational errors). 

As shown in the follov»inj tablt, WiBConsln etduued its 
overall APDC case error rate Cram 35.7 percent in the Aocil- 
Septertiber 1973 reporting period to 17.7 percent Eor the' first 
half of 1977. During the same period, the national case erro* 
rate decreased from 41,1 percent to 22.9 percent. 

Cases with Errors as a Paccent o g Total ■Caies (notfc a) 

, 0^-erpaid 
NaTTTTs 



Reporting Ineligible 
period Nat'l WIS 



Underoaid 



Total 
Nat^r-HsT 



Apr .-Sept. 


















1973 


10.2 


A . -< 


24. 0 


14.3 


5.1 


16.5 


41.1 


3S.7 


Jan .-June 
















1974 


9.3 


5.8 


20. 6 


13. 4 


8.0 


15.7 


37.9 


34.9 


July-Dec. 
















1974 


8.5 


5.1 


19.7 


15.7 


8.2 


14,4 


36.4 


35. a 


Jan .-June 














1975 


7.5 


2.9 


17.5 


IS. 0 


7.3 


13.5 


32. 3 


31*4 


July-Dec. 
















1975 


6.4 


1.7 


14 . 7 


9.7 


5.6 


8.3 


26. ' 


13.7 


Jan. -Juno 


















1976 


5.5 


1.9 


13.9 


9.9 


S.2 


6.0 


24.6 


17.8 


July-Dec, 


5.0 


2.1 


11. 5 


10. 8 


4.8 


5.3 


22. 3 


18.2 


197S 


C 5 . 3 5 


(2.6) 


(13.1) 


(10. 8) 


(4.9) 


(5.8) 


(23.2) (19.1) 


Jan. -June 


3,0 


2.6 


12.0 


9.8 


4. 9 


4.5 


21. 9 


16.9 


1977 , 


(5.4) 


(2.6) 


(12„^\ 


(10.6) 


(S.O) 


(4.5) 


(22.9)(17.7) 



a/Thtsa are tha error ratei as feportad bv the States* The 
Clgurer will nsL necessarily agree with^the official HEW 
error rates which are computed by a statistical regreaston 
method- For the periods July-December 1976 and January-June 
1977, official HIW error catas are ihown in parentheses. 
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The distribution of responsibility for errors remained 
th^ sa*me in ^-^isconsin* During 1974 and £or the first half of 
1971 f 61 parcent of the tccors were agency-caused , In con- 
trastr the distribution of errors among the five categories 
of d^tatmina tion changed significantly* For example^ errors 
in de term in ing need aGdounted for 51 pircent of Wiseonain ^ s 
AFDC arrqts in the 1973 base period. In the first half o£ 1977 
th^ need area aeeounted Cot less than 1 percent of the errors* 
DatailB of the shifts among the categories are shown below. 







Ecrors in 


Selected APDC 


Cases 








Repor ting 


Basic 
el Iqibil i 


ty Rasoucces I 


.icome 


Need 


gtheg 


Tota 


Ape . -Sept , 


1973 


24 


' 35 

1 


180 


257 


7 


503 


Jari , -June 


1574 


n 


59 


136 


211 


23 


461 


July-Dec . 


1974 


36 


49 


124 


220 


11 


440 


Jan . -June 


1975 


50 


11 


132 


206 


5 


404 


July-Dec. 


1975 


42 


3 


135 


51 


14 


245 


Jan .-June 


1976 


46 


8 


161 


4 


12 


231 


July-0#c . 


1976 


41 


7 


162 


1 


7 


218 


Jan .-June 


1977 


52 


11 


131 


1 


9 


204 



Tn aQdition to considerably reducing its case error rates, 
Wisconsin also reduced its overall payment error rate (percent 
of total paymints made to ineligibles and overpayTnints to eli^ 
giblei) fcom 6*1 percent in 1973 to 4*7 percent for the first 
half of 1977* During the same periodp the national payment 
error rats decrtaeed from 16*0 percent to 8*6 percent. The 
following table shows the change in Wisconsin's payrnent error 
rate compared to the nationwide rata. 
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Payment Errors as a Percent off Total Payments (note 



8.9 


3.8 


7.1 


2.3 


1.4 


1.9 


16.0 


5.1 


8.2 


S.9 


6.6 


2.1 


1.5 


1.7 


14.8 


8.0 


7.4 


S.l 


6. 2 


2.6 


1.5 


1.7 


13.6 


7.7 


6.6 


2.6 


S.4 


2.3 


1.3 


1.7 


12.0 


4,9 


5.5 


1 .4 


4.7 


2.0 


1.0 


1.3 


10.2 


3.4 


4.8 


1.2 


4.3 


2.2 


. 9 


1.0 


9.1 


3.4 


4.4 


1.8 


3.7 


2. 0 


. 8 


. 8 


8.1 


3.8 


(4.6) 


(2.1) 


(3.9) 


(1.8) 


( .9) 


(1.1) 


(8.5) 


(3.9) 


4.4 


2.S 


3.6 


1.8 


. 9 


. 7 


8. 0 


4.4 


(4.9) 


(3.1) 


(3.7) 


(1.6) 


{.9) 


(.6) 


(8.6) 


(4.7) 



Reporting IngUgibU Overpaid _ Underpaid and^GvIrMld 

mi£a Nat'i Nat'i wis: MHT^^ 

Apr , -Sept* 

1973 
»Jan*^June 

1974 
July-Dec, 

1974 
Jan . ^June 

197S 
JuJ y^Dec^ 

1975 
Jan # ^June 

1976 
July-^Dac* 

1976 
Jan, --June 

1977 

a/ThGse are error rates as reported by the States. The Clg^ 
ures will not necessacily agrsQ with the official HEW arrnc 
rates v^hich are computed by a atatistical regression metnod 
For the periods July-December 1976 and January'-June 1977, 
official HEW error rates are shown in parentheses. 

HEW statisties show that Wisconsin's estimated erroneous 
payinents to AFDC recipients for the period January-Juna 1977 
were tfaout S5.7 million (about S3, 7 million to ineligibles 
aa6 a.^out S2 million in overpayments to eligibles). During 
this period, Wisconsin's total APDC Daymen ts were S121.8 
million* 

In comparison, during the January-June 1977 period, New 
york misipent approjcima tely S81,2 million (S39*9 million to 
ineligibles and S41.3 million in ovtrpaymenfes ) off its S771,l 
liiillion total eKpenditures and California missoent about |29.4 
million (58*1 million to ineligibles and ?21 * 3^ million in ovtr- 
payments) of its 5838,6 million total aKrendLturea • Nevada, 
which had the lowest payment error rate for the period," erro-- 
ntQUEly spent about $22^000 in overpayments (none to ineligt- 
bles) of its S4 million total expenditures* Illinois, which 
had the highest payment error rate for the period, misspent 
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about $66.1 million (S42.7 million to ineligiblss and $23.4 
million in overpayments) ot its S35S.4 million total expen- 
ditures, (See app* V for payment error rates of all juris- 
dictions* ) 

Agtioni taken to ceduae ecrors 

wlaeonsin has taken four major cocrective actions since 
1973, the effectiveness Off which have reduced its case error 
rate from 35.7 percent in the 1973 base pariod to 17,7 per- 
ctnt duflng the January-June 1977 period, Howtvei:^ a State 
can take corrective actions which reduce its case error rata 
but which may or may not reduce the dollar amounts spent m 
error* All four of the corrective actions taktn by Wisconsin 
involve policy changes which simplified proctdures. 'Th^sm^ 
cDrrective actions probably also contributed to the raductioo 
in wnsconsin's payment error rates* 

In March 1974 Wisconsin appcoved a flat dtduction from 
income of 21 percent to cover work-related, aKpensas. This 
policy was instituted because thu determination of actual - 
work-related exoen^^s accounted for about 10 percent of the 
payment errors in the first half of 1974, Most of these 
errors were attributable to the agency. 

The change reduced errors associated with work-relatetf 
eKoenses by half. Because the r.ew policy generally reduced 
underpayments also. State ofSiclals estimated that monthly 
eKpenditures increased by S14,000. 

In February 197S Wiiconsin raised the maKimum assets 
that a family can have before being ineligible for welfarf 
from S5Q0 to $1,500 and revised its automobile policy to^ 
allow a second vehicle to be exempted from assets if it is 
verified as essential for employment,!/ The State revic^rf 
thise two policies because most eligibility errors were duo 
to them. 

Following these pol icy ■ changes . eligibility acrori 
decreased and the number of recipients naturally increased. 
Eligibility errors due to excessive assets and auto policy 
violations dropped from 3.9 percent of nasei during the 
julv-December 1974 period to C,8 percent in the next S 
nionths. The number of cases increased from 50, 640 to 54,290 



]/Anothar revision, effective July 1, 1977, allows one or 
^ more vehicles to be exempted, but all must be justified, 
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in the 3 montfis foilowing implementa t ion of the new DoUcies, 
due both to thssa changes and to worsening economic Gonditions 
State oeficiali astimaued monthly reductions of 5465,000 in 
payments to ineligible recipitn ts— whc became eligible under 
the new policiea * 

In September 1975 Wiscontin enaQted a flat grant, baied 
on family iiztf for tha need atandard. Previously, ovec half 
of the payment discrepancies could be attributed to comQuting 
need compDnents such as allowances for ihelter, fuel and util- 
itia^^ and water and sewer* 

The Clat grant produced a Sl-peccent reduction in arrors* 
The caea error rate of 31.4 percent in the first half of 1975 
dropped to 19,7 percent in the second half. state officials 
eGtiniatad yearly "savings'* of S3 million in overpavmen ts and 
payments to intligibles, Thtse savings were obscured by a 
legislated increase in'^ht need standard as of August 1975. 

^^isconsin has taken other actions which have not yet 
demonitrably reduced error rates. For eHamole, in julv 1977 
tne Departnient of Health and Social Services underwent^a major 
reorganisation which created three new prograrn sections, 

—The Program Training and Interpretation Section^ which 
IS to provide un ifortq, interpretation of Stat^ income 
maintenanQe policies when caseworkers phonr in cues- 
tions. This section will also train cofnty personnel 
in State ineome maintenance policies ant procedures, 

--The County Monitoring Ssction, which is to monitor 
the implementation of State policies and orocedures 
in county offices, taX© corrective actions, and ad- 
vise the State of policy matters needing correction, 

—Performance review teams, which are to evaluate each 
county agency once every 2 years. 

Plans to reduce agency -caused errors 

The major action planned to reduct agency-caused errors 
is the development of an online cchi^puttr system for use in 
managing Wisconsin's income maintf.nance programs. Known as 
th0 computer reporting network, it will automatically deter- 
mine a client's eligibility and benefits in the AFDC, medical 
assistance, and food stamp programs at initial aDolication 
and at the time of redetermination. The systtTi will provide 



APPENDIX VI 



APPENDIX VI 



equal treatment for clients statewide by consisttnLly apply*^ 
ing rules, regulations, and policies to information supplied 
by the cliint. 

The application focm will collect the necesiary f'^r- 
mahion tp detafffline a client's eligibility and bentei . for 
all these inoome rnainttnance programs. After the client 
cgmpletes the form and is intarviewed by the caseworker, 
information ttom the Gombined application will be entered 
on a video tarmlrtal confi^oted to the data canter in Madison* 
Numerous computer checks will insure the inforniation* s in- 
tegrity* The computer's determination of a benefit wili ^t^nn 
be transmitted back to the county terminal. 

The syitem vlll generate monthly medical assistance 
cards^ AFDC checks, and food stamp authorisations. Addition'- 
ally^ the system will issue letters to clients explaining 
their eligibility or ineligibility and changes in their ben- 
efit level. 

Wisconsin's progress in deyeloping the system has beeni 

—The development of computer software in 1975 to auto- 
matically compute eligibility and benefits, 

— The developnicnt and statewide implementation in 1975- 
1975 of the combined application form along with sup- 
porting WDCkaheets, 

—The development, as an interim measure in 1976, of 
comprehensive procedure handbooks which instruct case- 
workers in using the infformation on the combined appli- 
cation focm to determine a client*s eligibility and 
benefits Cor ^Wisconsin's income maintenance programs. 
The handbooks ace being u*sed in counties that do not 
yet have the system* 

— ^The irtiplementa^ion of the system in three test coun- 
ties in 1976-1977* 

—The selection of the iquipment and vendors in 1977 for 
statewide implsmentat ion of the system. 

As of Cecembir 31, 1977, Wisconsin had spent about Sl-2 
million to devtlop and operate the system. The State estimates 
that opiration off the system will cost abou^ $1,7 million 
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annually when Implemented statewide but should pcoduce 
annual s-avings of ovec |'3 millic!! for the APDC program as 
a result oE a 66-parc6nt reduction of agency ercocs. The 
system should also rtduce error: in the medical aisistance 
ana Eood stanip pyogcams. 

> 

In the spL-ing of 1978 Wisconsin plans to beain pco- 
graraming and tasting a systiin component connectfiS bo tTie 
Madison data can tec . After the system is testad and proven 
in Cour pilot countiaa, Hilwaiikee County will receive th^ 
equipment and implament the systeni late in 1978. Implemi-n- 
tation in the reniaining 67 counties will deDend on results 
of Curthec testing. A State official expects full imple- 
mentation by late 1980. 

* 

Plani to ceducg olient^caused eccocs 

To reduce ecrocs caused by a client'i failure to impact 
changes in circumstances, Wisconsin intends a pilot studv of 
the "Colorado Plan" in Milwaukee County in late 1978* This 
plan requires ^FDC recipients to rtport thei- rncona, liousa- 
hold aompoaition, and ot^fer relevant faetori on a manthly 
status repoirt provided by the agency. Recipients eailing l-o 
submit the monthly fform wili not ceoei\^e benefit checks. 

Wisconsin of ficiais estimated that atate^^ide l.mplemen- 
tation of the "Co-lorado Plan" planned Eor late 1 980 /could 
.reduce the number of cases containing ecroci by about 6.5 
pefctnt. They said that if the Milwaukee County study id 
succasiful, the plan will be implenier! ttd in conjunction with 
tha computer jrtporting network. ^ 

PRQCEDUREg FOR CQRRECTINC? UNDSRPA^MSKtS 

Wisconsin's procedures provide for the Qorreotion of 
prior undtrpayments made to recipients through retroactive 
payments covering underpayments which occurred during the 
12 months precesding the month in which the underpayment is 
discovered. When the retroactive payment is made to thi- 
recipient, the Qounty walfface agency must also provide an 
explanat ion to the recipient as to why the additional D^,y- 
meat is belhg riade* Underpayrnents can occur when (1) a 
child is omitted from the grant, (2) the county ^elgirs 
agency fails to adjust-^the recipient^a grant due to chancres 
%n recipient circumstances, or (3) the county welfare aaSncy 
fails to use the correct amount of the family allowance ^ when 
dtttrmining the grant amount. 
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:;^>./nLc^d data of the 

UIL WAUKEE COUNTY FRAUD jQUAD 
FROM JUNE 1963 THRQUGH DECEMBER 1977 



Amount 



Yeac 


received 


M M> ^ ^ & ^ 1 ^ W ^ 

investigated 


Cases of fraud 
aubstantiatad 


of Ccaud 
uncovecfld 


1963 


337 


226 


100 


S 20,625 


1964 


479 


4JS 

j 


220 


1X3,780 


1963 


404 


. 43 0 1 


168 


106,293 


1966 


383 


^7 


ill 


55,290 


1967 


354 


3.91 


114 


79,004 


1968 


509 


361 


83 


61,6 97 


1969 


684 


4 U U 


^ w w 


84,129 


1970 


612 


570 


152 


142,697 


1971 


1,033 


392 


253 


242,637 


1972 


930 


647 


190 


334 ,731 


197 3 


1,363 


412 




322,087 


1974 


1, 680 


979 


li 'A '■ 


847,178 


1975 


1,679 


724 


314 


723,379 


1976 


1, BOA 


314 


355 


449,641 


1977 


1,519 


736 


300 


4S8 ,789 


Total 


13,490 


7 , 9J 4 


3,052 


54 ,061 ,957 
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COLLSCTION OP OV ERPAYMENrS MADE BY 
THE MILWAU KEg COUMTy DE?ARTMEN-T OF PUBLIC WELFARE 
P UTINS rHE ^ARS 1974*77 
BY METHOD OF RECOVERY 

1974 19 75 1976 1977 

Method 0^ rgCQvery 
Cash payraentss 

Client erccri $ 81,203 $161,476 5478,917 S191,S33 

Agency errors 229,408 148,223 133,503 177,321 

Automatic grant 
deduc t ions-bo th 
client and 

agency trcors 35 ,130 :go, 056 2 74 ,762 

Total collections |3in,611 S344,a3? $864,476 $643,716 
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SUHMAaiSS OF STUC.iCS GAP REVISWED EF :LA tING 
TO AFDC INCOME DISREGARD PRQVlSlO'm 

This appendix contains a summary of each of the fol- 
lowing studits we reviewed which dealt directly with the 
AFDC income diicegacd provisions. 

1* h Study of the Impact of the Ineoroe Diieegacdi 
Final Report 

2. Effeats of a Financial Incentive on AFDC Employ- 
menti Michigan's Experiince between July 196? 
and July 1970 

3* Wei face Work Incen tives-^The Earnings ExeiTiption 
and Its Impact upon AFDC Employment/ Earnings, 
and Program Costs ^ 

4* Thr^ Effects of Changes in the AFDC Program on 
Effective Benetit Reduction Rates and the Pro- 
bability of Working 

5p Effects of the Earnings Exemption Provision upon 
the Work Response of AFDC recipients 
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A STUDY OF THg IMPACT CF THE INCOME 



DISREGARD- FINAL REPORT 

Prepared by InterStudy 
November, 1975 



STUDY OBJECTIVES 

The objectives were to (1) measure the impact of the 
AFDC income disregard provisions on employment and earnings 
of AFDC recipients and on caseloads and costs and (2) ana- 
lyse AFDC caseload dynamics in g^.meral over a substantial 
period of time. 

METHODOLOGY . ^ 

The data borse used was developed from records of a sam-- 
pis of 8,000 AFDC cases which entered or reentered the AFDC 
rolls during the first quarter of each year In Eri-- ^nd 
Onondaga Counties, New York, for the study period 3-72. 

Erie and Onondaga Counties were selected b^^ause they 
met the basic requirements nted^jd to adequately conduct 
this study. Among the requirements were that the State 
chosen had to have an AFDC-Unemployed Fathers program and 
was not to have had an Income disregard policy before imple= 
mentation of the 1967 Social Security Amendments (the S30 
and one-third earnings exemption). Also, the sites aho^ftn 
had to have (1) reasonably stable economic conditions, (2) 
stable AFDC administrative policies and practices, and (3) 
somewhat typical demographic characteristics of the AFDC 
population. Erie and : ondaga Counties were the two sites 
in New York which best met these requirements. 

The employment and welfare status of each case was 
noted at 6-month intervals from year of entry through Jan- 
uary 1973* The longitudinal design of the data base per- 
mitted an ev^aluation of the welfare and employment behavior 
of AFDC recipients for a substantial period of time before 
and after implementation off the income disregard policy as 
well as an analysis of general caseload dynamics* 
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The ^sijjcv exaj^ineU ^he liniitations of relatoa sciidies 
and cQt^ciud^d that this srudy needed to (1) isolate the impact 
of any changes in benefit levels upon employment^ earningsr 
and caseloads and (2) ccntrol for demographic variables^ labor- 
market variables, and the impact of related policies and pro- 
arams. 

FINDINGS 

Change in_g mploym€n t 

In Erie County, a general increase in employment rates 
of AFDC mothers occurred followinq implementation of the in- 
come raisregard provisions* The regression analysis 1^/ indi- 
cated a generally positive impact of the disregard provisions 
on employment* However^ the impact was statistically signifi- 
cant only for the [irst year after implementation. The over- 
all employment rate ir. the county increaied from 10,1 percent 
in the predisrsgard period t^ 12.3 percent in the postd isregard 
per iod * 

The results of the analysis for Onondaga County were 
similar to those of Erie County* The income disregard was 
associated with a general trend of small increases in employ- 
men^, but the regression analysis indicated chat the disregard 
itaelf did not appear to be responsible for a iubstantial 
part of the increase. In Onondaga County, the employment 
rate increased f rr ^ 14.9 percent employed in the predisre^ard 
period to 18*2 pa^^-'^t in the postdisregard i "iod* 

Change in earninr s 

In Erie County, real earnings of AFDC . .ther , in the 
postdisregard period averaged 1216,02 per month/ an ire 'ease 
of 514.53 from the predisregard period. In Onondaga Cr jnty, 
real earnings of AFDC mothers in the predisregard period 
averaged S234*95 per month compared to 5242*77 in the post- 
disregard period/ an increase of only about 58* In both 
counties, the income disregard variable was positively asso- 
ciated with real monthly earnings (in the regression analysis), 
but the association- was not statistically significant* 



1/ Regression analysis is a statistical technigue used to 

measure the extent to which a change in one dependent 

variable is associatid with a change in another indepen- 
dent variable. 
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Change in caseload and costs 

The study found that th» welfare caseload grs-/ because 
of the income disregard policy, Ficst, case closiriys due to 
employment actually declined because Individuals could pto- 
long theic stay on weliace at higher eacnings levels, Seconc ^ 
the AFDC progcara became more attractiyt to some fu^miliei who 
were previously eligible but had not applies because an addi= 
tional incintive was provided to them as the djsrrgard could 
then be applied In determining the grant amount which resulted 
in their receiving higher AFDC benefits. Consequer tly ^ costs 
increased due to the income disregard policy because benefits 
were raised and caseloads were increase-dp 

CONCLUSION 

The conclusiori of the study is based on a benefit^cost 
analysis which demonstrated that the costs of ^.he income dis^ 
regard policy far surpassed the benefits to thf taxpayers 
resulting from increasfd employmentp implemenfition of the 
policy resulted in caseload costs tha*: exceeded employment 
benefits by $4,8 million in Erie County and $4*2 million in 
Onondaga County for the 1970-72 period. Thus, the income 
disregard policy die nut accomplish one of its pcimary in-- 
tended objectives— chat of encouraginy ; riuffficient number 
of \*orking AFDC recipients to work their way off -he welfare 
colls and thus provide the taxpayer with reduced welfare costs 
f±nd increased benefits from earnings. 
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EFFECTS OF A FINANCIAL INCENTIVE ON AFDC 

EHPLOYMENTi MICHIGAM^S EXPERIENCE 

BE TWEEN JULY 1969 AMD JULY 1970 

■ Prepared by Gary Louis Appel, Ph.D. 
March 1972 



STUDY OSJECTIVE 

The objective was to examine the income disregard pro- 
visions in Michigan in terms of the following objectives of 
employing those on welfarei (1) to decreane the welfare case-^ 
load, (2) to decrease the welfare cost per employed case, (3) 
to decrease total wetfar- costs, and (4) to raise the incomes 
on employed AFDC famines at a low taxpayer cost Der welfare 
famUy. 

HE THODOL QGY 

One I^;n /itudinal set of data and two cross-sectional 
B ^ o: dat^ on active female-headed AFDC families in Michi-- 

-"^.t, drawn from the State*s AFDC pavroll tapes for ,13 
^jt^Doraphic areas within the State. One cress-sectional sam- 
ple was drr.wn in July 1969 and those cases were followed to 
July 1970 to provide the igng i tud ;.nal data, A compi stely 
new cross-sectional sample was drawn in July 1970 to measure 
the employmint of the caseload as a whole at that time. 
Various sampling sizes were used in the different areas. 

The geographic arear. were selected using the followirig 
cciteriai (1) every major metropolitan are£i ir the State 
was selected, iZ,' thtee predominantly rural ar«as of the 
State were selected, and (3) Berrien County was selected 
because a Michigan Department of Social Services employinent 
project was in progress. 

The cross-sectional sample sizea were 4,660 families 
for July 1969 and 7,656 for July 197Q, The longitudinal 
sample, which began with 4,660 families in July 1969, con- 
tained 3,831 in July 1970. The remaining 829 families were 
lost as active cases because they moved from a sample area 
or got off welfaro . 
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In detecr^ining how empioyment cates changed bt^ cause of 
the ircome disregard/ the researcher realized that these 
rates could have been affected by factors other than the 
work incentive. Thacefore, he 4tN.empted to isolate^ as far 
as posstb.\e, trie following variables: (1) demographic =^.har 
actecistici of those on welfare^ (2) weifare pcogram var ia-- 
blea / and (3) outside factors. 



FINDINGS 



Chan je j . - ynign t 

The Qu^^d collected revealed that there was a statis- 
tically significant increase in the AFDC recipient employ^ 
ment rates in each of the 13 areas studied between July 
1969 and July 1970. The increase in percent of caseload 
employed ranged from 3.3 percent to 9.9 percent in the 13 
areas * 

TO determine whether employment rate increases were 
related to the income disregard, the reseacchec attempted 
to account for other economic variables which would affect 
these raten. He found that AFDC recipient employment rates 
incteased despite a rise in the unemployment rates in the 
areas between 1969 and 1970. There was no clear-cut rela- 
tionship between changes in employment rates for AFDC re-- 
cipients and changes ir, employment rates for people employed 
in jots likely to be filled by AFDC recipients in the Michigan 
areas* The study showed that there was an ir.rrease in the 
employment rate for AFDC recipients between 1969 and 1970 
that was not accounted for by the economic y^aciables used 
and thus segmed to be related to the income disregard* 

Change in ear n ing s 

The study ffound that average AFDC recipient earnings 
increased in lO of the 13 geographic areas sampled, but 
it was unclear whether this increase was directly related 
tio the work incentive. The researcher found that the por- 
tion of employed AFDC mothers eacning under 5100 a 
month fe: ^ ^^^ost areas; thus, it appears that part-time 
employme wa not strongly encouraged by the work incen- 
tive. 1 ^ of the areas, the portion of the employed 
caseload ..ang over S300 a month increased between July 
1969 and guly 1970 and it appeared that this was partially 
attributable to the income disregard. 
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In most of the areas^ a substantial poction of the 
employed AFDC mothers earned enough to have been forced 
oCf AFDC if there were no work incsncivtp In one area, 
almost 2a petcent fell in this category, while in the 
remaining areas the pcrtion ranged Crom about 11 percent 
to about 21 percent. 

Change in caseload 

The cQnceptual analysis indicated thac the income 
disregard will increase, not decrease, the AFDC castload, 
Non-AruC families will be more apt to come on welfare and 
AFDC families will be more likely to stay on welfare be- 
cause it is financially more beneficial to do so, at least 
for those who work. 

The data analysis supported this conceptual analysis. 
There was an appreciable increase in the Michigan AFDC 
caseload from 1969 to 1970, This increase was due primarily 
to an increase in the nuniber of new cases; the number off 
cases closed increased sl^ightly. 

Cost of income disregard 

Based on the empirical and analytical work done, short- 
run welfare costs probably increased as a result of the work 
incentive. Also, the higher welfare costs would probably 
continue into the future unless the earnings of AFDC mothers 
could be substantially increased, 

CCNCLU5IQNS * 

The study was intended to provide evidcnr ncerning 
thy affect of work incentives on welfare t.^r ;plw / .,i t and 
earnings^ The r^jsearcher stated that the data eind arialysis 
provide 3 reasonably convincing argument that the iicentive 
has contributed to (1) increased employment of AFDC m .*:hers 
in Michigan and (2) higher incomes for those employed^ It 
appeared, however, that these two results were gained through 
higher welfare costs associated with larger casaloads. 
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W ELFARE WORK INCENTIVES - 

THE EARNINGS EXEMPTION AND ITS IMPACT w?QN 

AFDC EMPLOYHENT. EARNIMGS, AND P R OGRAM COSTS 

l^rapared by Vecnon K. Smith 
Michigan Deparhnient o1 Social Secvices 

1974 



ST UDY G3JSCTIVES 

The objectives were to (1) analyze th^ changes in em- 
ployTti*nt rates and levels off earnings >.'-iich occurred among 
AFDC mothers in two Michigan counties in the first year fal- 
lowing implementation of the Work Incentive program and the 
earnings tKemption/ (2) identify rhose factocs impottant in 
determining whether an AFDC -onher was employed or not and, 
if fmployed, how much she earned, and (3) aisess the impact 
of the earnings exemption on AFDC costs and caseloads. 

METHODOLOGY 

To allow for consideration of differing economic condi-- 
tions^ caseload composition, and administration of welfare 
policy between arsas which might influence employment be- 
havior, the researcher judgmentally selected Ingham and 
Genesee Counties. 

A sampling technique was utilised in which the sample 
was stratified by tho employment status of the AFDC mother 
at the beginning and end of tne study period. The b-^ginning 
date was July 1 , 1969 , j.nd the ending dati was July 1 , 1970. 
Observations mad^ for July 1, 1969, reflect the case status 
in June 1969 ^nd t]o may be interpreted as indicating case 
status before the July 1^ 1969i implementation date of ''he 
$30 and one-third earnings exemption in Michigan* The second 
observation point refMcts the case status during June 1970, 

The total sample of 1^184 female-headed AFDC cases 
studied for the two counties (735 from the Genesee County 
caseload and 449 from the Ingham County ca;. load) was ob- 
tained LCom the Michigan Department of Social Services pay- 
roll listings of all cases receiving assistance on July 1, 
1969, and July 1 , 1970 , t^icst, all 358 single-parent AFDC 
cases with gross monthly earnings of SI or more for June 
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^ ^69 were chosen. Beaond , a ranQ^rn s^mole ut -19ft c^..- ^ '-^6^ 
urawr, ;;rcm the list of cases cepoccinq zsro gco^'i 3:n m-;;:: 
during that month. The remairking 330 ciaes werr taKe,^ Cfor* 
the payroll listing of 4,156 cases which recjeived At'UL 
sistance on July L, 1970, but rot in June 1969. 

The data used for each = mple case selected was at- 
tainod trom the historical records maintained in individual 
ca:^i files located in county offices off the Michigan Depa^'t- 
TtGHc of Social Services* 

.0 determine the significance of the changes in employ- 
ment which occurred over the 1-year study period, the re- 
searcher compared them with changes in employiTient status 
which occurred in each of the 2 previous years. For this 
comparison, historical employment data were obtained for all 
recipients in the sample who were receiving AFDC assistance 
on July 1, 1969 (854 cases)* The estimates made for the 2 
previous years were based solely on data obtained from the 
case files of those receivina AFDC assistance on July 1, 
1969 * 

Regression analysis was also used to assess the impact 
of demographic and economic factors upon ernployment and 
earnings . 

FINDINGS 

Change in emJloyment 

The study found that compared to the 2 previous yearSi= 
recipients employed at the beginning of the study period were 
as or more likely to remain employed and recipients not em- 
ployed at the beginning of^ the study period were more likely 
to become employed. without controlling for other factors 
which might havs^ influenced these changes in employTnent b^-» 
havi&i^ the daca appear^^d to indicate that a positive worx 
incentive effect occurred among AFDC mothers over the study 
period. 

To evaluate the^ -».^tent to whicii the Increase in AFDC 
recipient employment might be at ^.r ibuted to the incentive 
or increaseu ernployment effect ot the earnings exemption^ 
several factors which might also have affected employment 
activity were e^camined for theif impact* These factors 
includfsd a retention effect (the retention on welfare of 
AFDC mothers whO/ except for application of the earnings 
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the work incer^tlve program, the increl. .. r-lmploylb ' i tv" ' 

I ^ -c^ tiun errect; an increase over the year nf 

-ififJ^ r-^^® Pointa. The remaining 2.6 parcentaql Doint = 
.eUected an incentive oc increased employment 2f?I?- A^' 
cordingly the earnings exemption aooountef ?or jfof tSf 
beLSiriCjfLir^^-^J---« - ..OC..piovmenrLte 

tinl ?l P implementation of the earnings e-eniD- 

tion, the employment rate was a relativfely low 14 1 l^r^'^n, 
and in the posce.emption period had not e^celded foercent 
This suggested that those same factors which con4rainfd^m 

. iniplementation. Both before and after i=he 
e.eniption, tne same factors were identified as signifL^'nt 
o?'^^n'H'°,^"^P^°^?""^' i"=i"ding the presence in ^^e home 
^^^^m^'l^^^'miL^ °' education, a lal.^of job 

Chan ge in earn ings 

The study found that: 

— AFDC mothers employed at the beginning and end nf the 
June X969-June 1970 study period were less UMb^I to 
have had an increase in monthly earnings than reiip! 
lents employea at the beginning and end of each of 
the two previous annual periods (June 1967-June 19S3 
and June 196a-June 1969). 

"Sfpf mothers not employed at the beginning but who 
were employed at the end of the study period were 
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neither more nor less likely to have higher or lower 
monthly earnings levelr than recipiencs not employe^'^ 
at the beginning but employed at the end off each oi 
the two previous annual periods, 

---Motheri who began receiying AFDC during and who were 
employed only at the end oi the study period were 
mare likely to have high levela of earnings than 
those who began receiving AFDC during and were em* 
ployed only at the end of each of the two previeua 
annual periods. 

In summaryf changes in earnings levels were mor ^ ' .:^Ly 
to be positive only among those who became new rocif-:. 
during and were employed only at the end of the stuc^ ^od 
and were less likely ^o~be positive among those recti '.i.; 
AFDC and employed at botlT- the beginning and end of the study 
per iod , 

Imcact on caselaad 

The study stated that one of the predictable effects 
of the earnings eicemption was the substantial increase in 
the level of income which a recipient could earn and still 
maintain eligibility for AFDC, For example, the researcher 
noted that implementation of the eKemption increased from 
S37S to 5686 the level of monthly earnings below which a 
family of four could remain eligible for AFDC/ but above 
which the family became ineligible. The earnings exemption 
made it more diLficult and unliktly for an AFDC mothar to 
"work her way off welfare," As a result^ some AFDC cases 
which would have been terminated due to the level of earnings 
remained on the rolls, a phenomehon referred to as the "re- 
tention effect*^ 

In the two study counties^ just over 20 percent off the 
employed AFDC mothers had actual earnings levels in June 
1970 which befoce the implamen tation of the exemption would 
have caused them to be ineligiblt* Eased on the study data/ 
it was estimated that at any given time since the exemption's 
implementation # appr oK ima tely 20 percent of employed adult 
recipients would have been ineligible for AFDC in the absence 
of che exeniption. At this rate/ Michigan- s average monthly 
AFDC caseload between fiscal years 1970 and 1974 was about 
3/400 higher (2,7 percent) than it would have been without 
cne earnings e,^emption. 
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Cq^5^ of eacnings e;<err.ption 

Estimates of incrsases in AFDC costs attributable to 
th^^ ^•n^ninqs exemptic--^ were calculaued for Michigan for 
^i^ach of the first 5 y-afs the exemption was in effect* 
Although recipient mdcu ingm , both on the average and in 
the aggregate, incre^'^' i substantially over this period, 
so also did the cof' ne exemption increase* Over the 

5 years the total ^ . th=. n-rt annual increases in AFDC bene- 
fits resulting fr-^in the exe^.ption was S70 million* Thus^ 
while the earnincs exemptir n successfully served as an in^ 
centive for increased emplcvrnent activity^ it did so at a 
financial cost wnich subs i:an tially exceeded its financial 
benefits. 

CONCLUSICcI 

The s^udy concluded that the earninas exemption 
the primary factor in the increase in employment which oc^ 
Gurred among AFDC mothers between June 1969 and Jun^ 1970. 
However / the exemption contributed to the increase i^: AFDC 
costs and caseloads which occu?;rid .^fter its implementa tior * 
Employed recipients were less likely to terniinate from as*^ 
sistance due to the level of thiilr earnings. Thus, while 
the exemption served to increase significantly recipient 
employment, it did not serve to reduce AFDC costs or ro 
restrain the increase in AFDC caseloads. 
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THE EFFECTS OF CHANGES IN TflS AFDC 

PROGRAM OU EFFSCTIVE BENSFIT REDUCTION 

RATF 5 AND THE PROBABILITY OF WORKING 

Prepared by Dauglas L, Eensit 
Kathgmatica ^ Inc , 
Follay Stud lis Grcup 
August 5^ 1975 



STUDY OBJECTIVES 

The Objectives were to determine the effects of the 
1967 Social Security Amendments, primarily the S3Q and 
one-third earnings disregard, on (1) the eefective benefit 
reduction rates — ^the dollar change in the AFDC payment to 
a unit as its income changes by one del lar--and ( 2 ) the 
probability of AFDC mothers working. 

METHODOLOGY 

The data used to analyze the effects of the S30 and 
one-third earnings disregard eame from the Department of 
Healthy Education, and Welfare^s 1967? 1971, and 1973 AFDC 
Surveys of Case Records^ The surveys consisted of ques- 
tionnaires filled O'jz by county caseworkers whose nases 
were chosen in a ^an^^um sample of each State's casilbad 
in the survey month. 

The sample iwcv: ^ha surveys was restriated in two 
wfiys. First, the u n^A^ was limLHed to 23 States drawn 
from another recear r: ^ s ^tudy olus 2 States addid to 
achieve coverage of ^ -.e r, Hv/:'g 10 regions* The deci- 
sion not to include 4II Urates was mainly to save cost* 
The criteria for selection of States were to maintain 
representativeness of the sample on two dimensions^ (l) 
geographic and (2) AFDC program characteristics. Speci- 
fically^ at least 1 State was selected from each of HEW's 
10 regions, while also selecting States with a diversity 
of benefit levels and typ^:; or payment schedules • The 
States selected werei AlaDama, California, Colorado, Flor- 
ida p Georgia , Illinois^ Indiana^ Iowa, Kentucky, Louisia.ia , 
Massachusetts, Mic;. igan, Mivinesota, HississipDi, Missouri, 
M^w Jersey, New tork, Ohio, OKlahoma, Pennsylvania, Tennes-- 
see, Texas, Virginia, Washintjton, and Wisconsin. 
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The second rtatcictiou was to eliminate firom ^ach 
sample the foUowing units: Eathei's, stepfathers, or 
other adults besides the mother as the head,- and mother 
neaas who ware receiving unemployment compensation or who 
were physically or mentally unable to work. These e^tclu- 

""I^S -? reduce cost, simplify analysis, avoid oro- 
blems of bonh parents being in the work force at the" same 
cime, and avoid biases in results, 

•5-, Qc^^® cestrictions acted to reduce the samule from 

d^,y6Q cases m the selected States in 1973' to 5,491. 

The study _used regreasion analysis to estimate effcc- 
^°^^^^^J^<i^ction rates for feach State for 1967 , 1971 , 
and 19.3. The study also used a special itatistical -^^hnio.-- 
to estimate the probabijity of AFDC reciDients eithe" '^Ki'^'r 
or particj eating in the labor force. 

FINDINGS 

The study found that no S'.ate had an effective benefit 
reduction rate on earned income in 1967 which aoproached ICO 
percent. The estiirates ranged froni a high of 70 oercent in 
Illinois to a low of 8 percent in Mississippi, 

The study reported that by 1973 , 17 of the .^5 States 
were estimated to have lower effective benefit redurtion 
rates on earned income. In 11 of these States, t:;e rate ir 
1973 was lower than in 1971, which in turn wa-, lower than ' 
the rate m 1967 . Kowever, the decreases in the eefectiv*. 
benefit reduction rates on earned income cannot be entirely 
attributed to the introduction of the S30 And one-third 
rule. Increases in the credits allowed for work-related 
expenses or other disregards from gross income would have 
tne same eCcect, 

The study found that support foe the hyoothesis that 
the proportion of working AFDC mothers inoreassd ovpc Hme 
(primarily because of the incentive effects of the $30 and 
one-third rule) was not convincing. Some States shov/ed 
consistent and significant increasesj some showed signifi- 
cant decreases., in most SLites the effect was unclear and/ 
or insignificant. ' 

Of the six States that showeci significant incre?.-.;:}^ 
m the range of exempted earninys over time', onlv thro<-- sun 
ported the hypothesis of the proportion of working Aroc 
mothers ri3.ing. 
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The study reported that of the States that did not show 
any significant decreases in the benefit reduction rate on 
earnings, none showed any significint increases in the pro- 
portion of AFDC mothers working. Of all the other States 
which showed decreases in the benefit reduction rate on • 
earnings, only 6 States gave strong suoporting eyidence of 
ir'-ijases m the proportion of AFDC mothers working, 

rhe study indicated that these results did not warrant 
concluding that lower benefit reduction rates necessarily 
lead to mcceases in employment among AFDC mothers. The 
stUQy stated that some AFDC mothers may not be affactad by 
the employment incentives offered bv the 130 and one^third 
rule due to the nature of their tastes. On the other hand, 
the eviGence is mildly suggestive that the $30 and one«thlrd 
rule did increase employment. 

The study presented some moderately strong aupcort for 
the hypothesis that more education increases the probability 
of AFDC mothers working. Strong eyidence existed that chil- 
dren in the home--esps,cially young children under age 6-- 
exh...it a negative inffuence on the likelihood of working. 
Participation in a surplus commodities or a food stamp pro- 
gram or the receipt of unearned income (including other 
transfer incnme) exert significant negative effects on the 
probability of AFDC mothers working. The results also sug- 
gested that AFDC, mothers living in large cities were less 
likelv to work. Variables which represented ^a&, race, or 
length of tim^ on welfare did not show very significant or 
consistent eCfects on the '^■robabil ity of AFDC mothers 
working. ^ 



CONCLUSION 



Analytical results indicated that almost everyone was 
better off with the |30 and one-third rule in existence* they 
most likely would be aven bi-tter off v^^^h a larger earnings 
di stegard ^and/or lower effectiye benefit reduction rates. 
However, the higher breakeven level increfises the pool of 
eligibles thus increasing both costs and caseloads. 

Empiriaal evidence supported the hypothesis of the ef- 
fective benefit reduction rates on earnings being lowered 
over time. However, too many otiier factors were operating 
to allow one to conclude that the S30 and one-third rule 
caused these lower rateSi. 
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Weak support existed for the h'/pothesis that the pro- 
portion oC working niothers had incrfcased over time. It was 
cltar that much more research netdad to be done Defore any 
more Ghanges in the AFDC program art made to insure that 
they have their desired eCfect* 
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gFFECTS OF THE EARNINGS EXeMPTIOM PRQVrsrON 

UPOM THE WORK RESPONSE OF AFDC RECrPIENtS 

Prepared by Nitional Anaiysti^ Inc. 
May 1972 



STOp^ OBJECTIVE 

The Dbjtctive was to eviluate trie impact ot )^.h^j eacnings 
ixtmption provliion of the Social security Act upon the work 
responsi of AFDC recipienta* 

METHODOLOGY 

The study rtport pcesents an evsiuation of the Impact 
qC thf eanriings eKemption provision based upon data collected 
during two waves of interviews with the same respondents In 
12 CIO all-eemale 1/ and 2 ail-male 2/) urban sites. During 
the initial intervTews baselint data^^i^ere gathered and a 
parsoinalized introduction to fch^ benefits off the tarningi 
aKeinption provision was ptesented to taah respondent by a 
Rational Analysts interviewir. At the tinie oE th^ follow-up 
interview, over a year later, data concerning the knowledge 
of and work-related responses to the earnings exernption as 
wall as information on other relited topics, such as child 
ears, were collected, 

ftmmss 

Chanq ^ in employment 

There ware no iinportant dififerences in the peretntages 
of men and women ernployed at the time off the Eirst and second 
inttrviews^ axcept for Los Angelas where 10 percent mare of 
the man were working at the time of the second interview. 



X/Study sites for interviewing female recipients were Chicago, 
Coluflihus (Ohio), Pallas, Ind ianapol is , Jersey City, Miami/ 
Naw Vork City^ Richmond (Virginia), San Francisco, and St. 

2/Study sites for male recipients wera Camden (New Jersey) 
and LOi Angeles, 
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Sf'fhi^.^^'® one-thicd of the men and about one-fourth 

Of the women were twployed at the time of each intl^iew 

*4 percent oE the males never workad. 



h^if J^^^i finding concecnlng awareness was that over 

half Qf the hFm cecipients in the sample did not "call the 
earnings exemption provision at the time of th! second Inter- 
view, despite the explanation in the first ihterview f J 

fnlillLf t2"rw"' -der the proJi^jSnJ'InSJsrwhf ' 

iot Snder^tSnl ^f'/ acquainted with the proviiion, most did 
Fei coulfJl^LfL *?S-'=I''°5'° personal situation. 

m^m^' almost equaled the%SI^irS?%l2t 

hearina^n? "° indication that those who recalled 

of?en than tho."wS^l'/''?P'"" P""*^^^" ^'^'^"^ work mora 
octen than thoie who did not recall hearing of it-. Rowevec ; 

more among these who had heard of the provision said the y 
had soupt wor^ than among those v.ho had not heard of itf 
sihSfli ^o.notabie differences in encoUment in 

beJSSin Jh^2!"-E^'"'"^ programs ai preparation for work 
between those who wece aware and thoae who wer^ not aware 
of the earnings exsmption. 

Regarding work attitudes, the majority off those inter- 
viewed rated work Ca^orably-with the exception off wa|2sr 
which were perceived to be low. Respondents expressed a 
less favorable attJ.tude toward welfare-only a small per- 
centage of the women and almost none of the males expressed 
a preference for income from welfare o^ income from wbrk. 

^.^ little over a third Of the men and only 12 percent 
of the women were tneolled in school or job-tcainiSg pro- 
grams during the time period between the two incervieSs 
Only about half of those who could have completed thiif 
courses during this time period actually einished them. 

Impaet on eaBelgad 

^^"^ °^ ^^^'■^ selection to the samols, all re- 
spondents were receiving welfare. By the initial interview 

thrfSrf**; °f the males and H p^rcenJ of 

the females copotted being on welfare, ht the secSnd inter- 

3«e'on wS?$""' °^ " P«=®"C of the females 
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Only a mlnot ity q£ tbe men and women who wocktd got off 
welface. Most of the work-ing ceepondents continued to re- 
ceive welfare whUe they were employed. Host often thi^ 
financial aid was pcgvidad the entire time thty were working. 



The study concluded that^ based on the responsei from 
over 2#SQ0 reinterviewed rtipondents, the earnings eicemption 
prQ^fiaiQn did not Cully achi#vt its major goal of moving the 
welCate recipients into the work force. 
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